





COMMONWEALTH EDISON COMPANY’ sales of elec- 
tricity in 1934 totaled almost three and one-half billion 
kilowatt hours—an increase of 1,030 per cent. since 1908. 


During the same period, while Chicago’s population increased 56.5 
per cent., the number of our customers increased 1,002 per cent. 
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Developing the Small Communities 


The operating subsidiaries in these groups have been 
supplied with ample financial resources and the benefit 
of years of experience and study in the construction and 
operation of utilities. 


O BRING to a community a more reliable electric 
service is a distinct contribution to its betterment. 
To bring to a community unsurpassed electric service 
where no electric service before existed is to establish a 
vitalizing force which, when multiplied almost two 
thousand fold, counts mightily in the national well being. 


The history of the Electric Bond and Share Group is 
the history of the continuous extension of modern 
electric and gas service at lower and lower rates to 
small communities and rural areas not theretofore 
served, or only inadequately served. Large modern 
generating plants and interconnecting transmission lines 
have made this possible. 


The holding companies associated with Electric Bond 
and Share Company have continually aided and encour- 
aged their operating subsidiaries to extend the advant- 
ages of adequate, efficient electric service to small com- 
munities and rural areas—as well as to the larger cities 
served by these subsidiaries. 


As a result, electric or gas service, or both, have been 
widely extended in the territories served by the subsi- 
diaries of the domestic holding companies associated 
with Electric Bond and Share Company. 


The history of rates in these territories has been one 
of downward revision. Customer savings through these 
reductions, during the past six years alone, aggregate 
above $64,000,000—stimulating the more extended 
use of appliances and enabling aggressive merchandising 
activities with highly progressive results. 


Of the 1833 communities which never had electric ser- 
vice until brought to them by companies of the Electric 
Bond and Share Group, 97.9% have populations of 
less than 1000. 
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AFTER THE THEATRE 
BOB GRANT with his Dance Orchestra 


Cocktail Hour Dancing daily and Sunday 
BASIL FOMEEN and his Internationals 
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The OUTDOOR CAFE 


Where one may dine or sip in lei- 
surely old world comfort, and watch 
the interesting panorama of life flow- 
ing by lower Fifth Avenue. Cardinal 
Plate Dinner $1.25. Dinner de Luxe 
$1.75, Luncheon 85c and a la carte. 
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SUITES OF ONE TO FOUR ROOMS, 
WITH SERVING PANTRIES. 
REDUCED MONTHLY SUMMER RATES. 
Morris White Properties Corp. 


Direction: Oscar Wintrab 
Phone STuyvesant 9-640 


ifth Avenue 


24 FIFTH AVE. 


Hotel af NINTH STREET 
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With Our Readers 


Sirs: 

New Deal, Old Deal or any other 
kind of a deal is not going to restore 
what in this country we call prosperity 
for the reason that all attempts to do 
so will butt up against the stone wall 
of vast and permanent unemployment. 
How can unemployment be otherwise 
than permanent for vast numbers when 
employers have a fixed rule that denies 
employment to all over forty-five years 
of age? And even if there was no 
such rule, constantly improving tech- 
nology would build the wall higher and 
higher. 

This army of unemployed will re- 
ceive only subsistence incomes and they 
will compose such a large proportion 
of the population that their inability 
to buy luxuries—the consumption of 
which is vital to the standard of living 
we seek for the whole of the popula- 
tion—would seem to shut out hope for 
restoration of that standard. The ques- 
tion is, what are we going to do about 
it? My view is that the machine will 
have to be penalized to furnish the 
funds wherewith the permanently un- 
employed can buy the luxuries that 
must be consumed to keep the machines 
running. In other words, the products 
of the machines must be taxed for this 
specific purpose—W. C., Buffalo, 
N. Y. 


The warning that you sound has 
been uttered from time to time ever 
since the dawn of mechanization, usu- 
ally in periods of depression when dis- 
tress makes it difficult to retain a clear 
perspective. The prosperity standard 
of living that you vefer to was attained 
in this country largely on the founda- 
tions laid by mechanical and techno- 
logical progress. The effect of such 
progress is to lower costs. Lower costs 
enlarge purchasing power. Enlarged 
purchasing power makes for prosperity. 
To lay special taxes on the machine 
would be the same in economic effect as 
making it less efficient. There is very 
little machinery in China and most 
everybody is at work, but the resulting 
condition is not prosperity. On the 
contrary, it is poverty._—Ep. 


Sirs: 

I do not very often write letters to 
papers, but I am always quite inter- 
ested in reading those that are pub- 
lished in your magazine. There are 
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nany things that puzzle me these days, 
which may be very clear to you. 

I have frequently read articles to 
the effect that fear of inflation is hold- 
ing up heavy construction work, build- 
ing, etc. This does not seem reason- 
able to me as the prospect of cheap 
money should be an incentive to incur 
obligations now. 

Another claim often made is that 
people with money are afraid to make 
investments because we may have 
either currency or credit inflation. 
These writers have the impression that 
these careful people keep their money 
in the banks awaiting a definite clue as 
to what will happen. The thing I do 
not understand about this is how can 
a bank credit be a hedge against cheap- 
ened currency? Would these people 
not be equally well off if they owned 
bonds? 

There is also the question of the gold 
standard and the repudiation of the 
gold clause. Who really is or was in- 
jured by our departure from the gold 
standard? Who was or is injured by 
reducing the amount of gold which 
symbolizes the dollar? Isn’t the real 
value of money dependent on what it 
will purchase in food, clothing, shelter, 
etc., rather than the amount of gold it 
will buy? Except for foods and gold 
a dollar buys as much or more today 
than it ever has during my lifetime 
and is as hard to get. Why then do 
they continue to speak about our cheap- 
ened dollar? 

There are other economists (?) who 
proceed on the theory that if wages 
and incomes are cut 50% and the cost 
of commodities is reduced in like man- 
ner there is a balance and no one is 
harmed. Is it not a fact that this is 
true only with respect to people that 
have no fixed dollar obligations? What 
about the debtor with a fixed interest 
and amortization charge, an insurance 
premium, taxes, etc.? It is evident that 
deflation in prices cannot be carried 
very far without causing ruin. 

There are also writers who argue 
that the railroads, public service com- 
panies, etc., do not in fact pay any 
taxes, but merely serve as tax collec- 
tors for the several governmental 
bodies, Federal, state, county, etc. If 
this is true, then is it not equally true 
that no one pays taxes, but merely col- 
lects it and passes it along to the gov- 
ernment? 

It is evident that very many other 
points could be touched upon, but the 


chances are that this letter will not be 
published and, even if it were, I can 
see no real good that would come from 
it 

I have watched the battle for over 5 
years and it seems that the Biblical 
proverb “A house divided against it- 
self shall fall” may soon have its truth 
demonstrated here—M. E., Denver, 


Colo. 


Sirs: 

I read the excellent articles presented 
in your magazine whereby you seek 
to clear the air and aid your readers to 
understand their problems as investors. 
But I would appreciate your interest in 
our behalf much more if you would try 
to build up the membership of the 
American Federation of Utility Inves- 
tcrs. Why not give us a write up; and 
print membership application blanks? 
We need five million members, not 
merely to beat the Wheeler-Rayburn 
Bill, to fight many a municipal owner- 
ship battle in the near future. Who 
knows but what Mr. Roosevelt may 
use some of the five billion dollars to 
help communities build their own 
plants? 

I believe that, in the past, you tried 
tc organize the investors of the coun- 
try but that the effort met with little 
uccess. It is different now. There is 
a great, compelling motive for getting 
together. We are all threatened with 
ruin at the hands of a few social revolu- 
tionists who are not at all responsible 
to the people of our country, and who 
are willing that we should pay any 
price in order to carry out their theories 
of social reform. We have a good, 
rapidly growing organization. Will 
you get busy and help? 

The real issue before this country 
today is the gross abuse of the inter- 
state commerce clause in the Federal 
Constitution and the ruthless invasion 
of the rights of the states. In this lies 
the true and ominous “Challenge to 
Liberty” that confronts each individual 
today. Rights not granted to the Fed- 
eral Government in the Constitution 
were reserved to the states. The “New 
Dealers” willfully ignore this fact and 
propose to do anything that their pro- 
gram calls for. Would it not be well 
for all of us to remember that in sim- 
plicity lies the strength of our na- 
tional government?—W. H. B., Al- 
bany, N. Y. 
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You Can Secure This 
Important Book—Free! 


Here, we believe, is one of the most valuable and useful works on 
investment we have ever published. Its principles, used in con- 
junction with the regular reading of The Magazine of Wall Street, 
can prove of dollars-and-sense value to every investor—every trader. 


“What to Consider When Buying Securities Today” is not dry 
theory, but a clear, simple exposition based on those principles ad- 
vocated by The Magazine of Wall Street for success in investing. 


What to Consider 
When Buying Securities Today 
By A. T. Miller 


The Magazine of Wall Street’s 
Technical Market Authority 


Beginning with a practical discussion of the pros and cons of 
practical economics, the author of The Magazine of Wall Street's 
Fortnightly Market Forecast comprehensively, yet simply, covers 
every phase of investment technique required under today’s con- 
ditions. 


He discusses the advantages and disadvantages of various types of 
securities—the factors to be considered to profit by opportunities in 
bonds, preferred and common stocks. Every possible eventuality 
is considered—as well as valuable pointers in detecting buying, 
selling and switching signals. 


Truly, this is a workable and easily understandable text, explaining 
a profitable subject so that you can readily understand and apply 
its methods to vour individual needs. 


Free With Yearly Subscriptions 


This book is not for sale. Jt was prepared for The Magazine of 
Wall Street subscribers—was offered with yearly subscriptions. 
We have but a limited quantity now available, so urge you to act 
at once. If you did not receive it as a subscriber, “What to Con- 
sider When Buying Securities Today” will be sent with a one 
year's renewal. 


Other Privileges You Enjoy 
As a Yearly Subscriber 


Yearly subscribers also enjoy the consultation privileges of a Con- 
fidential Inquiry Service. No other organization has the facilities 
to duplicate this co-operation—the only stipulation is that inquiries 
be limited to not more than three listed stocks or bonds at a time in 
order to facilitate replies. This enables you to personalize the work 
of The Magazine of Wall Street in accordance with your particular 
requirements—and, as in the case of many new subscribers holding 
securities about which the know but little, this department might 
quickly make or save you hundreds or thousands of dollars. 


To Receive Your Copy—Mail 
This Coupon Today 
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—The various long and near-term movements of securities. 
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Enclosed find my remittance of $7.50 for which enter subscription to THE 
MAGAZINE OF WALL STREET for one year (26 issues) beginning with 
This entitles me to receive a copy of “What to Con- 


your June 22nd issue. 


A Valuable Privilege 
Personal Service Department 


Your subscription gives you the privilege of writing 
or wiring for personal opinions by our experts oD 
listed stocks or bonds (as many as three each time 
and as often as you wish). 
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WITH THE EDITORS 























Concerning Huns and Vandals 


S we see the rise of the dema- 
gogues and “share-the-wealthers” 
in this country and note the pre- 

vailing hallucination that the politi- 
cians can manage almost everything 
better than it used to be managed by 
private business interests, we cannot 
help but recall the dire prophecy made 
about us by Lord Macaulay seventy- 
eight years ago. 

“Either some Caesar or Napoleon 
will seize the Government with a strong 
hand,” he wrote to a friend, “or your 
Republic will be fearfully plundered 
and laid waste by barbarians in the 
Twentieth Century as the Roman Em- 
pire was in the Fifth; with this differ- 
ence, that the Huns and Vandals who 
ravaged the Roman Empire came from 
without, and that your Huns and Van- 
dals will have been engendered within 
your own country by your own insti- 
tution.” 

We think of it particularly as we 
watch our demagogues cultivate the 
votes of the unthinking by ruthlessly 
plundering the vast public utility indus- 


try. Regardless of the precise form 
ot the Wheeler-Rayburn Bill in final 
enactment, it is difficult to foresee an 
end to the general attack short of the 
ultimate inevitable public revulsion 
after political power experiments have 
demonstrated their waste, inefficiency 
and failure—and that will be a lesson 
learned at tragic cost. 

Against the sheer emotionalism of 
the “utility issue,” reality and reason 
have no weight. Applying them mere- 
ly stamps one as a Tory and Reaction- 
ary, a defender of Property Rights 
above Human Rights. There is a veri- 
table Alice in Wonderland absurdity 
about the thing—and yet, there it is, 
neither fiction nor a dream. 

What consummate humorists these 
politicians are as with the left hand 
they extend a promise of saving the 
public something on its domestic elec- 
tricity bill of six hundred-odd millions 
a year while with the right hand they 
dig ever deeper into that same gullible 
public’s pockets for taxes upward of 
ten billion dollars a year! 


Under the New Deal to date domes- 
tic electricity bills have come down by 
about 6 per cent, and the value of 
public utility stocks has declined by 
more than two and one-half billions of 
dollars. Meanwhile, the cost of food 
has risen by 35 per cent and that of 
clothing by 25 per cent. The public 
will pay more than three billion dollars 
more for food this year than it paid in 
1933. If the light bill were cut in half 
we could use that money to pay scarce- 
ly 10 per cent of the increase in food 
costs. 

All of which the demagogues will 
laugh away as they continue to promise 
the distressed and the dissatisfied a 
more abundant life—not by creation, 
but by confiscation and redistribution. 

Certainly our modern Huns and 
Vandals have done a pretty thorough 
job of plundering the punch-drunk 
utility investor. If the present situa- 
tion holds any grains of hope and solace 
for him, they are detailed on following 
pages of this special Public Utility issue 
of THE MAGAZINE OF WALL STREET. 





In the Next Issue 
When the Gold Bloc Goes Off 


Will Our Prices Be Forced Down As the Dollar Rises? 
Will the French Crisis Force Early Agreement on Stabilization? 


By H. M. TREMAINE 


An Investment Realist’s View of the Railroad Prospect 


Opportunities in Senior Issues 
By Mitton L. GrRosvENOR 


Will Heavy Industries Take Up the Stock in Steel? 


By Warp GATES 


Low-Priced Profit Opportunities— 
Special Selections of Stocks Which Have Not Yet 


Discounted Their Future 
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A “YARDSTICK” 
FOR THE 4" DIMENSION 


HERE is a 4th dimension in the public utility industry 
—as there is in all soundly administered business. 


But, the “yardsticks” so freely brandished today as 
measuring the length, breadth and depth of public service 
functions, neglect entirely the very heart, the energizing 
spark, the motivating impulse of the whole industry: 
MANAGEMENT . . . RESPONSIBLE MANAGE- 
MENT. That is the 4th dimension—the human element, 
the personnel, the spirit of initiative, resource and respon- 
sibility to customer, owner and community that never has 
and never can be instilled into politico-business mismating. 


Any “yardstick” subject to the contractions and expan- 
sions of political temperatures can never measure, inter- 
pret or set standards for so vital an element. Industry 
knows it—and, knowing it, should recognize that anti- 
utility legislation, such as the Wheeler-Rayburn Bill, has 
far greater and farther reaching dangers than appear on 
the surface. 





Th 


COMMONWEALT 


The critics of public utilities are unfriendly to more 
than mere corporate structures. The whole is the sum of 
all its parts—hence, this bitterness and the destruction it 
avows wreaks itself on more than the progress, technical 
advance, development of facilities, and the extension of 
ever lower-priced services to millions of people. It means 
elimination of experienced MANAGEMENT which has 
created and brought this service to its present high stand- 
ard. ‘These things are the sum of fifty years of experience 
and achievement. 


Here is a “yardstick” which might still be recognized by 
at least one federal bureau, the U. S. Bureau of Standards, 
as one of full 36 inches—conceived soundly, built evenly 
inch by inch to a full measure of justified economic useful- 
ness. Yet today this national asset is faced with dissolution 
and extinction. 


and the “next step” 





Can industry risk this destruction 
it foreshadows? 
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The Trend of Events 


MORE THAN ONE BIRD HE judicial 
HAS BEEN KILLED Fr blow that killed 

N R A casts 
grave doubt on the constitutional validity of the pend- 
ing A A A amendments, of the Wagner Labor Dis- 
putes Bill, of the Black 30-Hour Week Bill, of the 
Wheeler-Rayburn Utility Bill and of at least some 
aspects of the broad Social Security legislation. 

It may very well be that further Supreme Court 
tests will be required to clarify all the issues involved 
in these various measures, but the Court’s clear, force- 
ful and unanimous interpretation of the “commerce 
clause” constitutes handwriting upon the wall that 
Congress and the Administration will ignore at their 
peril. The resort to subterfuge and tricky legal phrases 
can not give them powers which the Court holds they 
do not possess under the Constitution. 

The Administration’s wilful delay in meeting the 
Constitutional tests has proven a folly costly to itself 
and to the country. It would be folly compounded to 
rush ahead with the pending legislative program with- 
out full and frank consideration of the basic legality 
of each measure. It is time that we look before we 
leap. In the view of the great majority of observ- 
ers, there is not the slightest doubt as to the illegal- 
ity at least of the pending A A A amendments, 
which would give the Secretary of Agriculture the 
powers of a czar over a $20,000,000,000 a year food 


business; and of the Wagner Labor Bill and the 30- 
Hour- Week Bill. 

Indeed, this appears so clear that business probably 
has already lost its previous great fear of the latter 
two nostrums. With them either out of the picture or 
almost certain to be eliminated by legal test, business 
men can breathe a deep sigh of relief and say: “And 
now to business as usual.” 


—_ 
THE FRENCH OR some two years now the 
CRISIS world has been saying that 


France would be forced to 
cut the existing gold value of the franc; that no coun- 
try could possibly withstand the merciless deflation 
that any other course would entail. The world was 
right about the deflation, but it under-estimated the 
staying-power of the French people. They have seen 
trade sink lower and lower at home, exports stagnate, 
unemployment and discontent grow; yet with an admir- 
able obstinacy they refuse to bow to what ultimately 
is the inevitable. The most violent attack on the franc 
so far has just been beaten off, the cost of the victory 
being the loss of enormous quantities of gold, the rais- 
ing of the central bank’s rediscount rate to a point that 
must further discourage business and, finally, the fall 
of the government. The new cabinet will receive the 
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extraordinary powers that were demanded by ex- 


Premier Flandin who, when the same powers were 
refused him by the Chamber of Deputies, resigned. 
Since the formation of the new cabinet, the situation 
has been unexpectedly calm and the fact that the Swiss 
referendum has just rejected a proposal to amend the 
Swiss constitution in a manner aimed to lift the defla- 
tionary pressure in that country gave further encour- 
agement to the enemies of devaluation. Yet, France's 
basic economic problems are no nearer solution; she 
must, if she is to maintain the existing gold value of 
the franc, do a number of things, all unpleasant. In 
the first place the budget must be balanced, and soon, 
for although it may take time there is no surer way 
of destroying a currency than a chronic state of un- 
balance in the financial affairs of a country’s govern- 
ment. To do this, there must be further cuts in civil 
service salaries, deflation of agricultural prices and a 
curtailment of uneconomic agricultural schemes and, 
finally. less lavish expenditures for national defense— 
probably the hardest pill of all to swallow. Can it be 
done and devaluation avoided? Perhaps, but in the 
long run, we doubt it. 


HE Work Relief Admin- 
istration now stands out 
as the one immediately 
potential unit left of the New Deal program. Four 
billion dollars is a stupendous sum, but only 0, 
in comparison with even the present low volume of 
business, when compacted in the time of its expendi- 
-ture. On the other hand, its effectiveness as a primer 
depends largely upon the selection of projects that will 
apply appropriations at key points in the industria! 
system, and their intelligent planning. Both take time. 
But time does not wait either in economics or politics. 
The progress of spontaneous recovery may soon make 
delayed work-relief superfluous or even obstructive: 
on the other hand. tardiness of operation and excessive 
allowances for relief payrolls may leave it with no 
claim for credit except of being the most wasteful 
relief of indifference known in all history. The Presi- 
dent once said that relief work would reach its maxi- 
mum of expenditures by next November. That is 
possible, but it is certain that the maximum of effec- 
tiveness of expenditures can not be reached by then. 
However, it may transpire that when the composite 
peak of effectiveness and volume is reached it may be 
at an opportune moment. The big shot in the arm 
may be fortuitously delaved until the psychological 
moment. We hope it will be. To miss fire with a 
four-billion shot would be too much even for this 
hazard-loving nation. 


WORK RELIEF 
TO THE FRONT 


, 


Fr ed 
ELASTIC UCH slender hope as one can 
YARDSTICK? entertain that the New Deal’s 


electric power “yardsticks” will 
be erected on a fair and honest basis appears to rest 
upon a minority of Congress and upon the_politically 
independent Comptroller McCarl. 





In the House military affairs committee, considering 
T V A amendments designed to circumvent an unfa- 
vorable Federal district court decision, a dozen or so 
hardy souls are so out of step with the New Deal 
spirit as to believe that the Tennessee Valley experi- 
ment should be subjected to accounting practices iden- 
tical with those required of the private utilities. As a 
result the committee has reached an impasse delaying 
the reporting out of the legislation to the House. 

As for Comptroller McCarl, he has had the temerity 
to suggest that administrative official spending public 
moneys must obey the terms of the law from which 
they derive their powers—his audit of T V A having 
shown certain questionable departures from sound ac- 
counting methods. For this Senator Norris, to whom 
he was once secretary, has sorrowfully rebuked him, 
saying that in subjecting T V A “to technical sections 
of statutes” he has taken away from them “all discre- 
tion whatsoever.” 

Discretion to do what? Obviously, to conceal in one 
way or another the real public cost of this venture 
so as to magnify the accomplishments paraded to public 
view. True, the private utilities in the past have been 
guilty of some tricky practices in accounting—but that 
does not justify similar trickiness in a public agency 
set up with a claim of high idealism. 


——_~ 


HE Frazier - Lemke deci- 
sion recently handed 


down by the Supreme 
Court is of fundamental importance. The law sought 
to solve the grave social problems of increasing farm 
tenancy and insupportable debt by taking farm pro 
perty from the mortgagee and giving it to the mort- 
gagor. It assumed to be in pursuance of the Constitu- 
tional authority of Congress to enact general bank- 
ruptcy legislation but it ignored the Fifth Amendment 
which commands that however great the nation’s need, 
private property shall not be taken even for a wholly 
public use without just compensation. The decision 
bulwarks the institution of private property against 
indirect attacks upon it and particularly encourages 
the return of investment funds to rural financing. 
It bulwarks the Constitution against legislative disre- 
gard of it and it preserves at least a measure of the 
real sanctity of contracts against Congressional abuse 
of its Constitutional power to abrogate contracts, as 
it did in the gold clause legislation. The broad objec- 
tives of the act can be and are being so attained in 
other and Constitutional acts of Congress, so the deci- 
sion can not be condemned as a narrow legalistic in- 
terference with social justice. 


FRAZIER-LEMKE 
DECISION 


—_~ 
THE MARKET UR most recent investment 
PROSPECT advice will be found in the 


discussion of the prospec- 
tive trend of the market on page 166. The counsel 
embodied in this feature should be considered in con- 
nection with all investment suggestions elsewhere in 
this issue. Monday, June 3, 1935. 
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As I See It 





~ By Charles Benedict 


Emergency Legislation Outlived Its Usefulness 


* meet the desperate emergency resulting 
from the depression, Congress granted 
extraordinary powers to the President. And, 
the energy and spirit with which President 
Roosevelt took hold of the nation’s problems 
inspired the country,—changing the psychol- 
ogy from despair to hope overnight. 

It is only because the Government went too 
far—became too all-inclusive and omnipotent— 
that thoughtful men began to fear for their 
liberty. This is an adult nation which has 
gone beyond the age requiring a wet nurse,— 
and the irritation caused by these inexperienced 
nurses trained in laboratories where they made 
their experiments on robots rather than hu- 
man beings, naturally brought on a revolt. 
To have pursued the course which was started 
in an emergency and continued it to the bitter 
end when it was no longer necessary, would have 
created greater chaos and 
hardship for this country 
than any which we have 
yet endured. 

The decision of the Su- 
preme Court on the NR A 
is, therefore, a heartening 
thing. It tells us that the 
Constitution stands as the 
bulwark of the people 
against encroachment of 
the liberties of all the peo- 
ple. We no longer need to 
fear that we are drifting 
to God knows where. With 
one voice the nine judges 
declared: “Extraordinary 
conditions do not create or 
enlarge Constitutional 
powers. The Constitution 
established a national gov- 
ernment with powers 
deemed to be adequate, as 
they proved to be in both 
war and peace. But these 
powers of the _ national 
government are limited to 
the Constitutional grants. 
Those who acted under 
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New Supreme Court Building at Washington 


these grants are not at liberty to transcend the 
imposed limits because they believe that more 
or different power is necessary.’ In other 
words, dictatorship under the plea of a nation- 
al emergency is disallowed, and we return to 
private enterprise and individual business in- 
itiative. Common sense supplants experimenta- 
tion and dictatorial government control. The 
radical element of the country has been de- 
cisively rebuffed. 

This nation remains a free republican de- 
mocracy. The Constitution stands as the 
united will of the people. It may be amended 
but its character cannot be altered. Neither 
the President, nor Congress, nor a swarm of 
bureaucrats or self-constituted “authority” of 
private persons may write and impose law 
without authentic sanction. 

“Thank God for the Supreme Court,” said 
a Senator. The nation 
concurs. 

It is to be doubted 
whether any more than a 
minority of the people 
share the President's con- 
cern over the limitations 
placed on the power of 
Federal Government and 
the uncertainty cast over 
A AA and other New Deal 
experiments. Nor is there 
widespread regret that 
much of the legislation 
now on the Congressional 
“must’’ program will be 
subject to considerable 
modification. Certainly 
radical features in the pro- 
posed Banking Act, the 
Utilities Bill and various 
labor measures can be 
tempered, with benefit to 
all. 

Business, industry and 
finance now have a chance 
to show that they have 
learned something in the 

(Please turn to page 219) 
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q N RA Decision Dominates Near-Term Market Outlook 


q Long Kange Prospect Increasingly Favorable 


What to Do Now 


By A. T. MILver 


HE Supreme Court’s decision invalidating N R A has 
become the dominant influence in the near-term stock 
market outlook, both because of its direct importance 

to business and its indirect implications upon various pend- 
ing legislative measures of business concern. 

The response of the market has been an active, irregular 
and fairly sharp reaction. This reflects the logical belief 
that among the effects of NRA abandonment will be at 
least some temporary unsettlement of price and competitive 
relationships in some industries. It also reflects the general 
uncertainty that would naturally accompany the sudden 
termination of an agency which has played so prominent a 
part in the business world during the past two years. 


Reaction Was Due 


Yet is must be observed that the actual significance of the 
NRA decision, either as regards the near term outlook 
or the longer prospect, can not confidently be measured in 
terms of the current set-back in the stock market for the 
simple reason that this development happened to catch the 
market in a vulnerable technical condition. The exceed- 
ingly selective advance, led mainly by industrials of the 
highest grade, had been in progress since the middle of 
March without corrective reaction of more than nominal 
proportions at any time. After such a period almost any 
news development subject to even partially unfavorable 
speculative interpretation would be adequate excuse for 
concerted profit-taking and a brisk technical shake-out, if 
not for an intermediate reversal of trend lasting several 
weeks or longer. 

It is difficult to escape the conclusion that somewhat fur- 
ther decline is justified, although on lines as selective and 
discriminating as had been the preceding advance. That, 
however, is purely a short-term prospect, for it is our con- 
fident conviction that in its longer significance the decision 
in the Schechter case is a bullish development of the first 
importance, greatly enhancing the prospect for normal 
economic recovery. 

This contradiction between the immediate influence and 
the longer influence poses a problem in market analysis 
of almost baffling complexity. On the one hand we have a 
technical position rendered vulnerable by weeks of advance; 
we have the certainty of at least some price deflation in 
finished goods as a result of the liquidation of N R A; and 
we have business itself in what might be termed a weakened 
technical position, since seasonal recession already was un- 
der way after the notable and protracted advance which 
began last November and extended into the spring. Taking 
these factors into account, the timing of the NRA de- 
cision in unfortunate. 
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On the other hand, we have pointed out before that the 
market's advance from the March low could not have rested 
on the immediate business prospect—which pointed to re- 
cession—but could only have rested on the “taking hold” of 
inflationary credit factors, plus growing confidence in the 
longer business prospect justified by evidence of a begin: 
ning of improvement in capital goods and in construction, 
and by incipient revival in new financing. 

Now all of these longer-term factors are greatly strength 
ened by the clear-cut NRA decision, for reasons which 
we shall hereafter discuss; with the result that the basic 
elements in the picture are stronger today than they were 
at any time during the March-May advance. 

From which one must come to the conclusion that if 
there was a basis for strong investment absorption of 
equities in March, April and May, then there is a stronger 
basis for it today. Against this will be the logical reasoning 
of speculators and investors that immediate business un- 
certainties probably justify deferring accumulation on the 
prospect of at least moderately lower prices, together with 
the thought that the combination of seasonal industrial re- 
cession and a period of business adjustment to operations 
without NRA would seem to preclude risk of “missing 


the boat.” 
A Cushion For Decline 


Under the circumstances we are inclined to assume that 
the backlog of latent demand, both investment and specula- 
tive, is more likely to act as a cushion to decline than as 
a lever in early resumption of major advance. Conceiv- 
ably the period of adjustment and hesitation facing both 
business and the market could last a month or two, but 
specific forecast of its duration is impossible. 

In our preceding issue, taking into account the prevail- 
ing cheap money and credit inflation factors, as well as 
the favorable longer term business outlook, we recom: 
mended that periods of reaction be availed of for selective 
accumulation of soundly-priced stocks. We advise that the 
present period be accepted as such an opportunity, with 
the further reservation that since adjustment to the new 
N R A situation precludes forecasting the possible scope ot 
reaction, commitments should be prudently made on a scale- 
down basis. 

Our greatly-increased confidence in the longer outlook 
rests upon two general lines of reasoning. In the first 
place, we have long regarded the mistakenly-conceived 
N R As a deflationary influence upon aggregate business 
activity, regardless of its undeniable benefits to several sick 
industries—notably textiles and coal—and the corporations 
therein. 
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The fallacy behind it was a basic one in that it tended 
to increase the unit costs of business ahead of both volume 
and profits. It is a debatable question whether by curtail- 
ing public purchasing power through the imposition of 
higher prices of finished goods it did not destroy about as 
much employment as it arbitrarily created. Moreover, 
many of the price rises that it caused were neither eco- 
nomically necessary nor justified. At the time it was 
created the most badly-needed adjustment was to correct 
the serious disparity between agricultural prices and indus- 
trial prices. Thus, N R A tended to limit the real gains 
made by agriculture. ‘ 

Indeed, we are inclined to believe that N R A at least 
partly tended to neutralize the stimulating effects of the pub- 
lic works policy and the inflationary monetary policy. Final- 
ly, representing a centralized, bureaucratic control over busi- 
ness—without known or clearly defined limits—it consti- 
tuted a psychological handicap of the first importance to 
private business initiative and confidence. 


More Hopeful Legislative Prospect 


Our second line of reasoning is that the vital and unani- 
mous Supreme Court decision plainly seals the legal doom 
of such threats to business as have been contained in the 
pending Wagner Labor Disputes Bill and the Black 30- 
Hour Week Bill unless they are so greatly modified as to 
lose their most objectionable features. Indeed, the decision 
casts some doubt on the validity of almost all of the pending 
legislative “musts” of President Roosevelt, at least in their 
present form. 

Even beyond consideration of the possible effects of the 
decision on specific measures, there is this vastly important 
psychological consideration: namely, that business for more 
than two years has been harrassed by vague fears of a 
constantly expanding and 


and the White House during the past two unstable years. 

Such hopeful considerations, it must again be emphasized, 
apply to the longer outlook. The effect of immediate uncer- 
tainties centering in a projected period of price readjust- 
ments can scarcely fail to deepen the present seasonal dip in 
the trend of aggregate business activity. One of the first re- 
sults will no doubt be a pronounced curtailment of forward 
buying until a clearer prospect of the price trend in vari- 
ous major commodities can be had. 

Most of the speculative commodity markets at this writ- 
ing reflect moderate weakness. Agricultural products which 
have been supported by the A A A program have been 
subjected to prompt pressure on the belief that at least 
some parts of this program have now been placed under 
a legal cloud by the N R A decision. It is worth noting, 
however, that wheat had been in a downtrend since mid- 
April, discounting the breaking of the drought in some 
areas and a consequently improved crop outlook, and that 
the decline had amounted to nearly 15 cents a bushel before 
the present additional factors entered the picture. 


Foreign Factors 


For the time being the reaction in our basic commodities 
is plainly dominated by domestic developments, the dollar 
price of the pound sterling in recent weeks having been 
advanced substantially in reflection of the French crisis and 
the movement of French funds into sterling. 

It must be acknowledged that the present international 
monetary confusion adds to the stock market’s uncer- 
tainties, both immediate and for the longer term. In the 
event of devaluation of the French franc, now or within 
the next three or four months, the forces now lifting the 
dollar price of sterling would be reversed, permitting 
Britain to resume depreciation of the pound. 

Should this happen, it 
would tend to exert a de- 





unlimited regulatory pow- 
er exercised by Congress 
and the Administration, 
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—and probably in the 
minds of thousands of 
business men—is like a 
sudden thunderstorm that 
magically clears the air. 
The New Deal is not 
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It need hardly be said 
that bullish alternatives 
are by no means lacking. 
Revaluation of the French 
franc almost certainly 
would bring international 
stabilization, at least on a 
de facto basis, somewhat 
nearer, especially since 
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not see how business in 
the aggregate, whatever 
the unfavorable effect on a minority of chronically-sick 
industries, can fail to breathe a sigh of relief, buckle down 
to the necessary immediate adjustments and then march 
ahead with sounder confidence than it has had at any time 
since we turned the corner of the depression in March, 
1933, 

While we have not heard the end of political nostrums 
and follies, certainly any henceforth dangled before our 
eyes can be regarded with greater equanimity by business. 
For the first time business can feel its shackles falling away. 
They can not again be clamped on except by open and 
deliberative constitutional processes before the court of 
public opinion, in marked contrast to the amazing and 
frightening seizure of extra-legal power by Congress 
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sentiment both in this 
country and in Great Britain against a further competitive 
race in currency depreciation has distinctly waned. 

In the final resort, should early discouragement assume 
proportions regarded as important by the Administration, 
it would be feasible and logical for it to attempt to stem 
deflationary tendencies with another inflationary shot. It 
would not surprise us if this took the convenient form of 
an aggressive resumption of the mandatory silver program 
laid down by Congress and recently interrupted to permit 
coinage adjustments in some countries, notably Mexico. 
That it would take any other form is greatly to be doubted. 

Meanwhile, the business records of the latest week 
possess scant market significances since they do not reflect 
the current effects of the N R A decision. 
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Happening in Washington 


By E. K. T. 


Business, as seen from Washington, 
is in the same whirlpool as the President 
and Congress resulting from the Supreme 
Court’s virtual abolition of N R A if 
not the whole New Deal—outside of 
magnificent spending. The entire busi- 
ness outlook for the immediate future is 
confused. Despite protestations from 
industrial and commercial associations 
and great corporations that the principles 
of fair competition will continue to be 
followed, the conviction prevails here 
that commodity prices are due for down- 
ward revision and that working con- 
ditions relating to wages and hours will 
gradually if not immediately give way 
to the irresistible pressure of compe- 
tition and rivalry. A deluge of strikes 
is predicted. 

The composite result is expected 
to be a vacillating slowing up of busi- 
ness and a new period of doubtful (aap eal 
waiting on the part of capital until 
the compass needle of legislative and 
business readjustment makes it possi- 
ble to chart new courses. 


President and the Administration 
generally were confounded by the decision. So sure were 
they that the Government would win the Schechter case that 
absolutely no preparatory thought had been given to a pro- 
gram for dealing with an adverse decision. This despite the 
fact that impartial observers had predicted that the chances 
were all in favor of defeat for N R A. “Delusions of 
grandeur.” The warning of the gold clause decision was 
utterly ignored. In that decision, it will be recalled that 
while the Government was sustained legalistically the 
Court was unanimous in holding that in principle the 
abrogation of the gold clause as it affected the obligations 
of the Government was repudiated—but nothing could be 
cone about it. Forgotten also was the decision in the oil 
cases wherein the Court certainly sounded an ominous note 
of warning regarding the delegation by Congress of its 
Constitutional power as the sole maker of Federal law. 

As this is written a week has elapsed since the stun- 
ning decision and nobody in the White House or in 
the Capitol has evolved an acceptable plan or even 
decided to do nothing and take the decision on the chin. 


More conservative of President’s advisors have 
intimated to him that, politically considered, the decision 
may be a disguised blessing. They admit that as a remedy 
for unemployment N R A has been a complete flop since 
October, 1933, and that its record as a business accelerator 
(as distinguished from stabilizer) has not been any more 
creditable. Supreme Court’s decree now provides an excel- 
lent escape from impending general repudiation of the 
scheme as a business barrier and provides a grand alibi for 
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Wide World Photo 


JosEPH HELLER, 


Counsel for the Schechters who 
won the N R A test case 


claiming the early glory for F. D. R. 
and for putting the blame for the later 
failure on the Court. 

Administration can pose as having 
done all that could be done 
against an archaic constitution 
and an old-fashioned Court which 
clings to the funny view that pro- 
gress had really retired the Court as 
an arbiter of the constitutionality of 
the acts of Congress or the executive 
orders of the President. If recovery 
proceeds—as it undoubtedly will 
after a hesitant pause—Administra- 
tion credit can be claimed for giving 
it a good start with N R A and its 
ilk and carrying the momentum on 
through the work relief drive. 


A thousand business huddles in 
Washington in the past few days have 
developed the remarkable extent to which 
the projection of governmentally-spon- 
sored bureaucracy has penetrated busi- 
ness. While it is beyond question that 
the rank-and-file of the business world 
is delighted with the N R A decision, 
the code authorities which are separate 
from business associations and many of the administrators 
of codes under associations are disposed to raise the sunken 
ship or build a new one. It is further revealed that there 
is a considerable section of business which profoundly re- 
grets the passing of N R A, for purely practical reasons. 
The soft coal people, for example. 

Big Business, as a whole, being inherently dominated 
by monopolistic aspirations, saw in N R A escape from 
the anti-trust laws. Now, after 60 days of grace, as 
permitted by Section 5, of Title I of the Industrial 
Recovery Act, the anti-trust laws will be in full effect 
and it will be the duty of the Department of Justice 
and the Federal Trade Commission to take the war- 
path unless Congress acts to the contrary. 


Prevailing view, however, is that code authorities with 
a big stick are sunk forever, whatever remedial legislation 
may be adopted. All the code authorities in Washington 
are beginning to wind up their affairs—some with no little 
trepidation about their unpaid bills. They can no longer 
collect dues under the sanction of law; all they can do is 
to urge their members to have a heart and come through on 
a purely voluntary basis. Authorities which have funds 
on hand have been given an awful scare by the temporary 
restraining order enjoining the New York regional agency 
of the Brewery Code from disbursing any funds. 
Thousands of code officers and employees here and 


throughout the country have already joined the ranks’ 


of the unemployed and, like the employees of NRA 


are looking for new jobs. 
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Congress is, or was for a week, in complete bewilder- 
ment regarding pending legislation. The “Great Decision” 
collaterally affects fifteen executive agencies besides N R A 
proper, set up under the Recovery Act. Besides, much 
of pending New Deal legislation is in a dubious position. 
The Utilities Bill, the proposed amendments (perhaps the 
AA A itself) the Wagner Labor Disputes Bill, the Social 
Security Measure, the 30-Hour Law, the T V A and others 
are now under suspicion of unconstitutionality. 

Securities Act and Stock Exchange Act, the Presi- 
dent himself says, are open to question. 


Press Conference with the President \ast Friday 
was the most amazing and also the most prophetic of the 
regime. Supreme Court was courteously held up as a moss- 
back institution—a relic of the horse-and-buggy age. Dele- 
gated powers denial does not bother the President so 
much as limitation of Congress control over interstate 
commerce affected by intrastate factors. That conference 
and further Presidential comment and interpretation pave 
the way for an informal referendum. 


Prediction: (1) Congress will be asked to rewrite the 
Recovery Act in conformity with the Court's decision, but 
whether by meticulous statement in the law of what NR A 
has actually done by executive order law or simply to 
the extent of authorizing codes not only voluntary as to 
groups, but also as to the members of groups, remains to 
be seen. 

(2) Amendments to the Constitution will be the big 
issue in 1936. Possibly, the President will ultimately pro- 
pose the issue in the form of a program for a constitutional 
convention to rewrite the whole instrument. Never has 
there been a constitutional convention since that docu- 
ment was written. It is signifi- 
cant that the constitutional 





When will Congress adjourn? I've always said the 
lawmakers would go home before the end of June, but a 
new situation is now presented. Two courses are discussed: 
(1) Forget N R A and jam through before July 1 all 
okayed legislation that is on the way, without regard to 
remote Constitutional inferences; (2) Remain in perspira- 
tion and perplexity and laboriously recast and debate all 
“must” bills to meet the Constitutional situation. “Con- 
gress dare not—the Administration dare not—go back 
with a report of six months in session without any funda- 
mental reform legislation.” 


Curious situation arises—paradoxical: Judicial rebuff 
to leftist laws and measures favored by the President may 
compel a realistic turn to the right. If artificial recovery 
and reform plans are scrapped nothing should be left un- 
done to give business a free opportunity for recovery. 
“Election year must find the country well advanced toward 
full prosperity.” . . . An expedient turn to the right to be 
sure of leftist votes—most such votes being motivated by 
scarcity of cash rather than by the abundance of brains. 


Labor Relations Bill is certain to pass. Not neces- 
sarily in its present form, but the dousing of N R A has 
left the National Labor Relations Board without anything 
it can do in the face of the prospect that there will be 
plenty to do. Bill must be re-written to dodge Constitu- 
tional gauntlet. 


Work-relief administration under the pressure of 
practice, will become more and more of a straight public 
works measure, with increasing wage scales tending to 
reduce the possible number of employees and curtailing 
funds for purchase of materials and equipment. This will 
take the suction out of the 
priming pump to a large ex- 








convention idea was advocated 
by a high officer of the: Gov- 
ernment in a confidential talk 
with me immediately after he 
had conferred with the Presi- 
dent. 

Imagine a great nation- 
al plebiscite in 1936 on the 
issue of a complete recust- 
ing of the Constitution to 
meet the requirements of a 
federal government 
plunged into an age when 
everything is affected with 
a national interest! That 
would be a political battle 
roval! 


President Roosevelt 


codes a joke. 


Plenty of strikes but no general strike. sign. 
Almost all pending “must” legislation obscured. 


Realistic turn of Administration to right de- 
spite Supreme Court's blow at its leftist 


Bonus legislation, 1 think, 
is dead. Carried down by the 
flat money sinker it has been 
buried by the disrupting tidal 


wave of the Great Decision. policies. 


Credit inflation inevitable. 


Drug and Food Bill has 


good prospect of passing. .. . 


Washington Sees— 
Supreme Court N R A decision making the 
issue for the 1936 campaign. 


Constitutional convention to modernize the 
constitution may be the form of the issue. 


surpassing Alexander 
Hamilton as most ardent Federalist. 


Codes with big sticks gone forever—unarmed 


Antitrust laws rising from the grave. 


tent. 


Guffey Bill making the 
coal business a public utility 
is looking up. May be rushed 
through. Big strike inevitable. 


Railroad legislation will 
be confined to continuation of 
the co-ordination and the regu- 
lation of trucks, 


Business and politics stunned, but former to 
rally soon and latter to buzz furiously. 


French gold crisis and 
general unsettlement in Europe 
will continue to pump foreign 
funds into the United States: 
a favorable securities market 
Stabilization by inter- 
national agreement comes 
nearer and nearer. 


Credit inflation is as cer- 
tain as recovery. Reflation 
that will not run into inflation 
can not be envisaged. Fiat 
money is out unless business 








So many “musts” of legislation 
are now hung up that sec- 
ondary measures will have White House support, active or 
tacit. 


Best advice is that there will be no extraordinary tax 
legislation at this session. All expiring tax laws will be 
renewed, with some minor changes and additions. 


for JUNE 8, 1935 


should have another experience 
with the deep end. 


W ashington will seethe with sensations for the remain- 
ing days of Congress. Interpret all general tendencies and 
forecasts in the light of the day-to-day news. Remember 
that anything can happen, but don’t forget that the brakes 
have been applied. 
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q Tremendous Potentialities for Credit Expansion Are Becoming 
Active as Prospect of Currency Inflation Fades 


q Significant Changes in Federal Policy Affect Future Purchas- 


ing Power of the Dollar 


Inflation Takes Hold 


By Joun D. C. WeELpon 


OR some time it has been evident that the Adminis 

tration is leaning strongly toward a theoretically 

controllable credit inflation as opposed to further 
tinkering with the currency and its metallic base, yet all 
the time the President’s permissive authority, under the 
Thomas Amendment, to issue $3,000,000,000 of green- 
backs and further to devalue the dollar within the maximum 
limit of 50 per cent of its former gold parity has hung like 
a dark cloud over the head of American business. 

The significance of the President’s personally delivered 
veto of the Patman Bonus Bill, together with the preceding 
recent monetary speech of the Secretary of the Treasury, is 
that there can clearly be read into these utterances the first 
official commitment to reduce monetary uncertainty to the 
minimum that is possible within a nation whose budget is 
still far out of balance and within a world of still fluctuat- 
ing currencies. 


Money Tinkering Ends 


Under the circumstances, it is difhcult to see how any 
more specific pledge of monetary orthodoxy could be given. 
Although none can proclaim with dogmatic certainty that 
the dollar will stand pat at its present gold parity, plainly 
we have come a long way from the days of arbitrary de- 
preciation, of bidding up the price of gold, of commodity 
dollar theories, etc. 

It is a change of vital significance for the simple reason 
that deliberate currency manipulation and credit inflation 
are hopeless incompatibles. The fear engendered by the 
one tends to stymie the other. There is little doubt that 
the Government's cheap money and credit inflation policy, 
now beginning to “take hold” in the field of private credit, 
would have taken hold earlier and more effectively if the 
fears of the basic integrity of the dollar provoked early in 
1933 had been more promptly and specifically alleviated. 


Credit Inflation Begins 


But that is water over the dam. The economic and finan- 
cial adjustments gradually at work since the recovery turn 
came in March, 1933, have persistently built up a setting 
more and more propitious for an effective, although dan- 
gerous, credit expansion. The swollen potential in the 
credit reservoir, indeed, has already begun to trickle over 
the various dams erected by currency fears, sobering social 
reforms, etc. 

Lower any one of these important dams and without 
doubt the flow will increase. The Treasury’s indication 
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that the Administration would regard international stabil- 
ization of currencies at the earliest practical time as a de- 
sirable thing tends to lower one of the dams. It is lowered 
further by the President’s strong denunciation of any issu- 
ance of greenbacks, by his recognition that recovery hinges 
chiefly on the revival of the heavy industries via the road 
of private credit expansion, by his warning that obligations 
incurred for emergency purposes must ultimately be met out 
of the production of wealth by the labor of human beings 
and by his curt dismissal of the theory that the mere spend- 
ing of public money is the most effective means of hasten- 
ing recovery. 

Regardless of the primary reality that industry and capi- 
tal can not have full assurance until our budget is bal- 
anced and international stabilization is accomplished, the 
stand now taken by the President offers far more assurance 
to business than any preceding official declaration since his 
inaugural address in March, 1933. 


Business Stimulant 


To this extent it can hardly fail, in our view, to quicken 
the pace of the upward credit spiral now in progress. Con- 
ceivably it might touch off a spurt which before long would 
turn responsible national thought to the working order of 
the brakes and away from the question of what’s the mat- 
ter with the accelerator—though one would have to be 
naive, indeed, to assume that there is likely to be any polit 
ical inclination to apply the brakes when prosperity, de- 
spite our gains, still remains decidedly around the familiar 
corner and when a crucial national election looms on the 
horizon eighteen months hence. 


More and More Credit 


Indeed, all present forces are pushing down harder and 
harder on the accelerator—the force of heavy Federal 
spending and borrowing, of mounting bank deposits and 
surplus reserves, of record-breaking low interest rates, of a 
huge accumulation of capital seeking employment almost 
frantically as the wages of money—especially in fixed obli- 
gations—tend steadily to shrink; the force of accumulated 
obsolescence in factories, machines and dwellings; and, 
finally, the great potential force of the pending momentous 
banking bill, certain of passage. 

The latter measure will perpetuate and somewhat extend 
the present Federal control of the general direction of the 
credit flow and will materially loosen Federal Reserve re- 
discount requirements, notably in the proposal to open up 
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twenty-year mortgage lending to the banks. It will un- 
questionably tend to promote credit expansion, which, in- 
deed, is its present chief purpose, although it does provide 
theoretically more effective brakes for ultimate possible 
contraction. 

All of which means what to business and to the indi- 
vidual? 

To business, in our view, it can only mean a forward 
march on the recovery road, though that road continue, 
as it will, to have twists and turns and though the journey 
be interrupted from time to time, as at present, in tem- 
porary correction of productive activity which has over- 
run the more gradual advance in public purchasing power. 

It is worth noting, however, that consumer purchasing 
of itself is not the major key to revival, for it is already 
at a satisfactory level, as indicated by retail trade and sales 
of automobiles, household equipment, etc. Its further re- 
covery depends largely upon revival in production and re- 
employment and this, in turn, aside from construction, de- 
pends primarily upon the purchase of capital goods and 
equipment by business itself. 


Forward Buying by Industries 


The credit factors now at work will tend strongly to sup- 
port expansion in such business buying, which in recent 
months has shown convincing signs of an upturn. 

Bearing upon this point it is of interest to note that the 
convention of corporate purchasing officers, assembled in 
New York City as this is written, reflects a consensus that 
forward buying by business is now in order on a more con- 
ident basis than at any time since early 1933. 

The effect of such demand can be seen in firming price 
tendencies of various commodities. To cite but a single 
example, lead has advanced by $10 a ton in the last fort- 
night and by 20 per cent since last November. This is not 
based on speculative buying on inflation prospects or such 
artificial factors as production control schemes or N R A, 
but upon the orthodox improvement in supply and demand 
resulting from increased use of the metal by the motor and 
paint industries. 
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This is cited as a typical example of how the processes 
of recovery, aided by the credit medicine, tend of them- 
selves to effect improvement in the statistical position of 
commodities and to lift their prices. Such price advances 
are the kind business has always regarded as “healthy”. 
Unlike the spurt occasioned by monetary developments and 
anticipation of N R A in 1933, they not only do not create 
fear and doubt, but, on the contrary, inspire confidence. 


Rising Prices 


In the present setting, we believe the underlying price 
trend will be upward in this fashion, subject to the possible 
restraining influence of the elimination or curtailment of 
price-fixing under N R A and subject certainly to the re- 
straining factor inherent in our vast and efficient produc- 
tion facilities, which have a way of leaping promptly into 
expanded action when price looks attractive and which tend, 
therefore, to keep price in reasonable line with effective 
demand. In short, it is to be doubted that any semblance 
of a run-away price movement is in the picture or that, 
should it appear to start, it could last long without correc- 
tive interruption. 

As for the individual, assuming that the next year or 
two will see a start toward budget balancing and the com- 
plete banishment of the specter of possible currency infla- 
tion, a credit-inflation price rise very likely will be gener- 
ally accepted as a normal and not particularly onerous ac- 
companiment of “better times”. The initial stages of infla- 
tion are always pleasant in that business is active and an 
enduring prosperity seems to be developing. Unfortunately 
the ultimate reckoning is not discernible. 

Rapidly rising prices may not accompany an acceleration 
of the business pace at once. When one compares the pres- 
ent commodity supply and demand position with that created 
by the war, nothing remotely like the commodity price in- 
flation of 1919 and 1920—which led to a veritable buyer’s 
strike and an ensuing collapse—appears to be in the cards. 
It would appear more logical to assume that the price level 
on the average should tend gradually to work back toward 

(Please turn to page 208) 
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Safeguard Your Capital—Preserve 
Income Purchasing Power 


Advantages and Disadvantages of Various Types 


of Securities in the Average Investor’s Program 


By J. S. Witiiams 








HOUSANDS of _ indi- 
ii viduals over the past 
few months have awak- 

ened one morning to find that 
some investment on which they 
had counted for a stable in- 
come was to be redeemed. 
There have been billions of 
dollars in government and cor- 
porate securities involved in 
these redemptions. In 
many instances, of course, a 
holder was offered an _ ex- 
change—but always at a lower 
rate of interest. The first and 
natural reaction to such an ex- 





Refunding of Government obligations at 
lower interest rates, the increasing number of 
industrial bonds called or to be called, and the 
inflationary prospect combine to make the 
problem of reinvestment a most difficult one. 
In this connection the accompanying article 
discussing various phases of the subject, point- 
ing out hazards and making suggestions should 
be found unusually helpful. 


————— few years doubles or triples— 
as is by no means unlikely— 
then what? Because one still 
has the same dollar principal 
and the same dollar income, is 
it sensible to say that nothing 
has been lost, though one can 
buy but a third of the neces 
sities and luxuries of life that 
could be purchased previously? 

Thus, in order to circum 
vent such a situation, there 
will be a logical tendency now: 
adays, not to reinvest the 
money received from called 
bonds in other bonds, but to 





change offer was to refuse it: 
“why, having had forty-five 
or fifty dollars a year from some bond, should I accept now 
twenty-five or thirty” was the attitude. A little investiga- 
tion, however, revealed that defiance was futile, for the un- 
fortunate investor had but two alternatives, both losing 
ones—either to accept the lower return offered, or take the 
redemption money and with it purchase something of 
inferior investment quality. 

The income from those investment portfolios, which for 
some reason or another must be kept high grade, is being 
gradually whittled away; the matter has become serious. 
In many cases it is not so much an unwillingness to accept 
a lower return, but that the acceptance of less entails an 
actual lowering of the standard of living previously main- 
tained, perhaps even actual hardship. What is the investor 
to do about it? Well, frankly, he can do nothing about 
the redemptions already ordered; he can, however, arrest 
the process at this point, so that the damage will not be 
continuing. 

The first thing to be done by the man who has, or is 
about to have, idle money is to make a careful survey of 
his investments as a whole from the point of view of safety. 
He will take into consideration not only the safety of 
dollar principal as is necessary to his own particular needs, 
but will remember also in these inflationary times that 
safety of purchasing power is an even more important 
factor. As things stand at the moment, it would be illogi- 
cal for even a widow or an orphan to hold nothing else 
but United States Government bonds and, because there 
is no doubt as to the safety of dollar principal, think that 
all was well. Suppose that the cost of living over the next 
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buy common stocks with it. 
Not, of course, that common 
stocks guarantee an investor protection against a rising price 
level, but rather that they have possibilities of affording a 
degree of protection—something quite different and a point 
that is not sufficiently recognized. What type of stock 
shall one select? Here again, no man can possibly know 
for certain which will turn out the best sailers in the un- 
charted sea upon which we may embark. Today, however, 
a reasonable case can be made for avoiding railroads, public 
utilities and all industries and individual companies, the 
price of whose product or service is likely to lag behind 
rising costs. Accompanying this discussion will be found 
a list of common stocks, from which it seems today that 
selections could be made with a fair chance of protecting 
purchasing power. 

Because we are considering investment in the strict sense 
of the word, considerable attention must be given to the 
return afforded by the stocks. To persons dependent upon 
a small income from securities, this will be an important 
point, perhaps the most important so far as the selection 
of one stock rather than another is‘concerned. Undoubt: 
edly, many such people will be disappointed to find that 
the common stocks, which they have been brought up to 
think risky relative to bonds, in few instances afford them 
compensation in the way of a larger return. Indeed, many 
of the highest grade stocks may actually yield less than 
the redeemed bonds which they are under consideration 
to replace. 

Nevertheless, for those whose money is mostly, or mainly, 
in bonds, so long as it is possible to live at all on the 
reduced income, this should be no barrier to stock pur 
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chases. Remember, that while the yield afforded by a 
bond is usually a very fair guide to its quality, the return 
afforded by a common stock has nothing whatever to do 
with whether it will, or will not, afford protection against 
a rising price level. In other words, a man who has been 
receiving 5 per cent from his bonds, in the present setting 
should not approach the purchase of stocks with the idea 
of obtaining 5 per cent, for it might well be that some 
stock yielding but 2 per cent currently, will prove a year 
from now to have been much the better medium of pro- 
tection. He should select his stocks with his fundamental 
objective always before him and pay as little attention to 
current return as his individual circumstances may allow 
him. Not many are in a position to ignore return com- 
pletely, as is evidenced by the manner in which sound, 
dividend-paying stocks have resisted all stock market de- 
clines of the past year or so, but it can at least be relegated 
to its secondary place. 

So far, we have dealt solely with those whose invest- 
ments are over-concentrated in bonds. What of those who 
have already acquired a nicely balanced position between 
bonds, stocks and other equities; what are they to do about 
the called-bond problem? They cannot put the money into 
stocks, for this would unbalance their carefully propor- 
tioned investment holdings. They must therefore go back 
into bonds or other fixed-in- 


it can be done logically will depend upon the original safety 
survey about which we spoke in the fore part of this 
discussion. If the final conclusion from this survey is that 
past investment practice, in relation to the individual's 
particular requirements, has erred on the side of ultra- 
conservativism, then there would seem no valid objection 
why reasonable concessions as to quality should not be 
made; it would merely be a correction of past policy, 
rather than a new departure. 

On the other hand, it is quite possible for a bond to 
be called, for the money to be placed in some issue of 
slightly lower quality, for this in turn to be called and 
for the money to be placed in an issue of still lower 
quality. Obviously, if the investor permits this to happen 
to him over a period of years he will end up possessing 
investments far below any reasonable standard of quality. 
He must, therefore, settle the question once and for all, 
make perhaps his one and only concession as to quality 
right now and swing into something which cannot be 
forcibly taken away from him in the future. Tables of 
non-callable bonds and preferred stocks are. presented in 
conjunction with this article. 

We have prepared also a list of important bonds and 
preferred stocks which are selling close to, or above, the 
call price. The value of the tables is as a warning of 
what may well happen in the 
near future—redemption. Not 
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come bearing securities, such —_ 
as preferred stocks. Unfortu- all these, of course, will be 
nately, at this point they en- C Stock called, but many will be if 
counter trouble. ’ nee — the money market remains as 
As has been said, an investor (A ~ Panag suitable for longer term it is at the moment. Thus, it 
whose bonds have been called, as pa —. might be advantageous to take 
is given a clear-cut choice be- saben the bull by the horns right - 
tween accepting—whether by Name Market Price Div, Yield now, sell those which are most 
direct exchange, or through Bea ee ** 7— Ga 2 likely to be paid off, and ac- 
reinvestment in the open mar- Amerada........... ae 2.00 3.1 cept the problem of reinvest- 
ket—a smaller return, or a maaan 2 tae ae ing the money today instead 
security of lower quality bear- MURS POWOEE So 5556. 30303000 37 2.00 5.4 of the more acute problem of 
ing the same rate of return. Beech-Nut Packing.......... 85 3.00° 3.6 tomorrow. If this is done, a 
Generally speaking, most ea bo substantial premium over and 
investors would be well ad- Commercial Solvents......... 19 60* 3.2 above the call price will be 
vised to accept the first of oe or ony a $00 48 obtained in many instances: 
these disagreeable alternatives Dow Chemical............... 95 2.00 2.1 as redemption becomes more 
—the lower return. Yet, if Du Pont de Nemours......... 97 e0e° 2.7 imminent most of this will be 
this be done once, precautions Eastman Kodak............. 140 5.00° 3.6 lost and then, when the call 
should be taken against its Cowen) gl = ea finally goes out, practically all 
happening again. This is iii. a “a. a of it will disappear. : 
quite easy, for it merely means Hazel-Atlas Glass............ 100 5.00 5.0 Whether the investor’s difh- 
the purchase of some bond or omble GUS Neliiag.... a i008 culty becomes very much more 
preferred stock that is non- Ingersoll-Rend.............. 86 2.00 2.3 acute than it is at the moment 
callable. Or, for practical conc  v: will depend, naturally, on the 
purposes the same result may International Cement........ — 1.00 3.6 course of the bond market. 
be obtained by buying a bond enraee memreren= ss 8 — Even if there be no substan- 
with a very low coupon rate. _— ia daa oa | tial break, it will be bad 
There are a few corporate po ine esd aaa a = a ae enough, for any small reces- 
bonds bearing a coupon rate sey oh gee aaa +4 ‘eo bs sion would still leave many 
of 3 or 3% per cent and it | Monsanto Chemical.......... 73 —_ 34 bonds above their call price 
is very much to be doubted | lew fauce ess stesceeeeees 7 oS «(Ss and therefore at a level where 
whether these can ever be —— lle “ae aa they could be refunded by the 
refunded with a saving in in- Pratt & Lambert............. 5 1.00 4.0 issuer to advantage: it is only 
terest charges for the issuing ss any ae oc because of the difficulty and 
corporation. The same thing enn ge nega “ prone = expense of registration, and 
would apply to government ee * $8 3100 3:1 fear on the part of corporate 
obligations whose coupon rate Sanne Ga af cag nl ;, an ae as officials of what might happen 
is 234 per cent, or lower. Ciiatiiten...... & dn 9c to them under the two security 
The second alternative — aa lt i at acts that refundings are nat 
concession as to quality—is po- oo \  eeoaeemaas 3.00 3.5 going ahead even faster than 
tentially dangerous. It might mo “ge RTI aed aa they are. We incline, how- 
be done once or twice perhaps ee eee ever, to the view that bond 
without disaster, but whether — prices will work higher. There 


for JUNE 8, 1935 




















173 






































Non-Callable Preferred Stocks 
| Approx. Yield Approx. Yield 
| Name Div. Market Price % | Name Div. Market Price % 
Mmereon Wnt TIOES.. ..... . . ..o0 ccc cceseecse $3 60 5.0 RS a a ee eee 7 132 5.3 
American Smelting & Refining 1st............ 7 137 5.1 | - 
4" “Elie RS neta 6 184Bid 4.5 RIOET MRI So 6a cus shies Giese hees.e 7 142Bid 4.9 
American Sugar Refining.................... 7 136 5.1 National Lead “‘A’’.................-- i 158 4.4 
RIOD i. oss iss occ sins ow sipescieee 6 140 4.3 | ee ae ee 7 136 4.4 
Re ats 6 Wai G lois wine -y 0 v0 0:48 ane age 
Celanese Prior Pref. . eves sicwy © 104 oi ee errr errr erro 4 106 3.8 
Cleveland, Cin., Chicago RO lauis:..-. <0. 5 80Bid 6.3 | 
Corn Products Refining SiS ee eee 7 164 4.3 a RS: 2 er eer 6 126 4.8 
SIRO oc oo 2e ice cans ounces 114 39 3.8 | Philadelphia Co, 6° Oe ignny toi 3 a, 22 
ittsburg t — ¢ age ieee puee oes i 4.0 
sg ck osc ab ay aanwasines 6 154 3.9 Public S Service (CAS em § 3 6.1 
a ss Gis po etn ow ie 8 128 6.3 0 %e Pree naces mn einaies ash Ssh so 5% 4/0 : 
eR RN 7 140 5.0 0 BZ «+2 020e see errcerecereeecsenrerecees s 188 6.4 
| General Railway Signal........0..0.0..0.... § 95 Bid 6.3 | kee ad ” *8 
ae ton Sugar... .... 2.0... eevee eee 7 136 a 5.1 | Quaker Oats.....2.2.ee sees seseeeeeeeeeeen 6 145 41 
EG te aaa o6 06 ba nese ee S 6 109 Bid 5.6 . 
| ET UN ID 5c wicca baicieSvcaieer oe 7 160 Bid 4.4 | Bowl Porte Mico GAGA ....o5. 5... 00 scic sess cee 8 148 5.4 
| Hershey Chocolate $4 (Part)................. 5f 109 46 | wgnion Pacific ONT 5 yt A Nia) 293 “ 86 4.7 
EEE rr eee 6 125 Bid 4.8 | CE Bihan cb dans s4h06i sa 0ch 5 7 153 4.6 
| International Harvester...................... 7 148 4.7 U.S. Smelting & Refining .. 314 7. 8=— «50 
MERRION MUNI «2.00.00 coi suse ssseccesexe 7 125 5.6 | U.S. Tobacco...........-... eee ee eee eeees 7 156Bid 4.4 
el io. ee ee 6 117 Bid 5.2 Universal Leaf Tobacco........ teseeeeeee 8B 5 5.5 
Cra ay weiss ghies sauce sb hss om 162 4.3 | Westinghouse Electric & Mfg. (Part)......... 3'4 103 3.4 
tIncluding exira. 
Non-Callable Bonds 
ilr Approx. Yield to ilroad Approx. Yield to 
j Name Railroads Maturity Market Price Maturity Name Railroads Maturity Market Price Maturity 
| New York, Chicago & St. Louis Ist 4s... .10.1.37 101 3.6 Missouri, Kansas & Texas Ry. Ist 4s. . 1990 70 5.8 
| Chesapeake & Ohio 1st 5s........... . 6.1.39 113 2.7 Chesap2ake & Ohio Ry. Gen. 4'4s.... 1992 118 3.7 
Be ee re 5.1.39 93 7.0 
Lehigh Valley Ry. (N. Y.) 1st 414s....... 7.1.40 84 8.5 Public Utilities 
ouisville ashville Unif. 4s. 7.1.40 107 2.5 ‘ 
St. Paul, Min. & Manitoba Pac. Ext. ist 4s 7.1.40 102 3.6 Lacled> Gas Lizht Ref. & Ext. 5s........ 4.1.39 100 5.0 
| Lehigh Valley Term. Ry. ist 5s. 4.1.41 107 3.7 Pennsyivania Water & Power ist 5s..... 1.1.40 113 2.0 
} Pacific one & —— Sot a” OS..5...... cee 118 : 3 | 
| Elgin, Joliet & Eastern 1st 5s....... 5.1.41 107 3.7 Brooklyn Union Gas Cons. 5s.-......... 1945 119 8 | 
Allegheny Valley Ry. Gen. (Now ist) 4s.. 1942 107 2.9 Peoples Gas, Light & Coke Ref. 5s...... 1947 105 4.5 
| n A tonio Aransas Pass 1st 4s.. ; 1943 82 7.0 New Amsterdam Gas Ist 5s. 1948 109 “4 | 
Washington Terminal ist 3!4s...... 1945 105 2.9 N. > Gas EL. Lt. Heat & Pwr. ‘Ist 5s. 1948 122 s : 
° Ro Sewn nd hae eos slate 1949 113 : 
Oregon E.R & Navigation Gons.ds..... se 68 go | United Blectric of Now Jersey ist 4s..... 1948114 2.7 
Oregon Short Line Cons. 5s.. ome 116 3.3 ee es ‘ | 
Union Pacific ist R. R. & L. G. 4s....... 1947 112 2.8 peoetiye Union El. R. R. ist 5s... so. BO 108 4.3 
estern Union Telegraph Fund. 4! 38 os 89 5.6 
Pennsylvania R. R. Cons. 4s. 1948 112 2.9 San Joaquin Lt. & Pwr. Unif. 6s. .. 1952 118 4.5 
Long Island R. R. Ref. 4s..... Stn ecs, ae 103 3.7 Public Service Corp. of New Jersey és... Perpetual 130 4.6 
eo pyr — = & <a eee . 1949 102 3.8 | 
icago ton Ref. 3 aves cn: 43 11.1 I : | 
ndustrials 
Kansas City Southern 1st 3s oi = ce 75 5.5 e ” | 
Great Northern Ry. Gen. “BY” 51 6s pee 1952 91 6.4 eng Sey ee Stk. Yds. R2f. 5s. 5. 4 ee red .¢ | 
Michigan Central R. R. ist 3'4s. <a 104 3.2 194 ; 
Atlantic Coast Line Cons. 4s 1952 97 4.2 foe eo amerees Ge... sees 4 44 
(a ct caaleaiadi - iggett yers 7s.. eer ee ee 32 2. | 
| Western Maryland R. R. ist 4s......... 1952 94 4.5 Pee ESS UO fn -.» See 130 3.1 
Chicago, Burlington & Quincy Gen. 4s... 1958 107 3.6 Liggett & Myers Deb. 5s................ 1951 120 3.4 
Pennsylvania R. R. Gen. “A” 444s...... 1965 107 4.1 4 Sr Sere 1951 116 ie § 
Pennsylvania R. R. Gen. “D” 414s...... 1981 104 4.1 Bethlehem Steel P. M. 6s.............. 1998 134 4.4 











will be little interruptions, of course, as inflationary senti- 
ment rises from time to time. But so far as the effects of 
the actual inflation itself is concerned, the present setting 
is one in which the rise in prices could make great progress 
before bringing about a material decline in the bond mar- 
ket. Hence, it is our considered opinion that the quest 
tor bonds for investment or reinvestment purposes, instead 
yf growing easier, indeed will grow more acute in days 
to come. 

To the individual investor this means an intensification 
of the present difficulties. It will mean that he will have 
more and more of his bonds called, that he will be offered in 
exchange securities that will yield him even lower rates of 
return than those that are being offered now, and finally, if 
he wishes to retain anything approaching what he has been 
brought up to consider a fair yield, that he will be forced 
to make concessions as to quality that will be positively 
hazardous for him. If this forecast is accepted as a rea- 
sonable probability, it is essential that quick action be 
taken; every week of idleness will likely mean a loss of 
some kind in the future. 
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Just one more point: many who read this undoubtedly 
will ask why one should trouble with bonds if, as implied, 
a marked rise in the cost of living is more or less imminent; 
or conversely, if the rise in the cost of living is not imminent, 
why should one who has always placed his money in good 
bonds bother with stocks? This is a valid question and 
deserves a frank answer. In reply, one can only admit 
that, like all compromises, the course suggested has its 
weakness. The inflationary rise in the cost of living may 
not occur, it may be much more distant than most of us 
imagine today. Until it does occur and on a very much 
more vigorous scale than anything seen so far, bonds will 
continue to afford a safe monetary return which erg 
a satisfactory purchasing power. On the other hand, 
reasonably safe monetary return may be obtained Fins 
stocks and what is lost in the safety of the return is well 
lost for even imperfect protection against such a rise in 
prices as certainly is in the cards. A gambler will plump 
wholeheartedly for one type of security or the other, but 
the average conservative will choose the safety that is to 
be found only in combination. 
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Leading Preferred Stocks Selling Close to, or Above, Call Price 
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Div. Call Approx. Div. Call Approx. 
Name $ Price Market Price Name $ Price Market Price 
Abraham & Straus................-.000+ $7 110 112 RUM ON AS WOOP Sioa. o5.c.00010'09'e ae ti godess 0 127 
Allied Chemical & ies “Lib hte tile waits 7 od Pe Hercules ne Seis aiavevous eraoaia arses coe 7 12 
American Brake Shoe “é Foundry... Oe : 125 121 PI va s0e die ciictesdeevvensecs 7 120 123 
MN OS ia alae css ie aoe 18 4-9-0600 614 110 105 , 
Archer-Daniels-Midland . rae i a 115 120 Kansas City Power & Lt. 1Ist............. 6 115 118 
Atlas Powder. E are tan Sr ae ee 110 111 TE, MED oio'n ad 0c svusenesconevesaae 7 100 108 
Bangor & Aroostook 7 110 114 Loews, Inc. phat sia swale ease es) ee 105 106 
Bayuk Cigars 7 110 114 LoGaws WHOM Oat tooo. cc Seni ae secant 7 120 127 
Bloomingdale Bro f 110 111 
PRCA EM gos oo: dioiek0 65 <.0-s Rb a ees 7 120 124 Bid Minneapolis-Honneywell................ 6 105 108 
CO hen ose ele ae Wisc 3 §216 55 National Dairy Products “‘A’’............ 7 105 108 
Colgate-Palmolive-Peet................. 6 10214 105 New York Telephone..................+ 614 110 118 
Commercial Investment Trust............ 6 110 ~ 113 Newberry (J. J.). 0.6... cee e eee ee eeee 7 110 112 
MELON i555 a5 55's e.00 sp o:oie'e 00 90% 110 111 
CHOW ACOTI EE OAL 55 ssi os dene ccdeales 2.70 45 45 eI ag 055 .o09-084540 0 88 So Boe 6 103 108 
pe ye ee 5 115 120 
Devoe & Raynolds.. dias wend eee ob erase le 7 115 117 i EPs! 6:5 ip ein Weraigine acerca sey seers 314 55 53 
Du Pont de Nemours Deb............... 6 125 128 we . 
PUOWOMIS ARE SHE eo 5 ose w aicinw co ovens s 5 110 111 ——— Shiite ads wap aeuansinees 6 110 111 
NR Sedo ona) 4: 9 0'lo. bBo" a rare cea oc ude 7 110 113 
MIOCHIEE NMI AHEO soos. sndsledavecsewseceae 7 110 111 Standard Mraniie MA. oo oc. ccs ccsseeue 7 120 123 
PIC RNIN 6c ain ob 44 os vee ewan 7 125 128 Fane NINES 6-64 .0:5.96< <dis/oalne Gee's ; = = 
RUIN es oo oo 0:08 Daie.e age oe 
Filene’s (Wm.) Sons.................0-- 64 110 111 | a i 
First National Stores ist. iktotsatane: 110 113 Tide Water Ofl...........---sserererers . saad 106 
| Underwood-Elliott-Fisher................ 7 125 130 
RN sie ss 0 36 cad d Sa cana 6 115 117 (ae eee 7 110 114 
General Printing Ink.................... 6 105 106 | 
AGUMESO Os AOMUDL) 6:5 66.6 :514-0 wis sis b ao wees 7 105 108 Walgreen.. Resa oslariging sews 614 115 117 
SOMME ich ea ee nasser $6 115 117. | West Penn Power............--..00000- 7 115 117 
Great Atlantic & Pacific Tea............. 7 115 127 | West Penn Power.............-.05+ or ee, 110 110 
e . . . 
Leading Bonds Selling Close to, or Above, Call Price 
Public Utilitie Present Approx. | i Present Approx 
Name ’ Call Price Market Price | Name Railroads Call Price Market Price 
American rg & Telegraph Coll. Tr. 5s, 1946. 105 108 Atchison, Topeka & St. Fe Cal.-Ariz. 414s, 1962... 110 110 
OD es PS oko cccaiv kaardiedie vee bdo 110 112 do Trans-Cont. Sh. Line 4s, 1958............ 110 109 
do Deb. 5s of 1960 and 5s of eee 110 112 » 
Appalachian Electric Power Ref. 5s, 1956......... 104 106 Carolina, Clinch. & Ohio 1st 5s, 1938..........-. 110 109 
Chesapeake Corp. Conv. Coll. 5s, 1947........--- 100 104 
Brooklyn Edison Gen. ‘‘A’’ 5s of 1949 and “E”’ 5s, of do Conv. 5s, 1944.........-. 2202s erceerers 105 105 
Re ae a ht cna tals seme 4 5 105 108 Chesapeake & Ohio Ref. ll 4\4s, 1993. 110 110 
Brooklyn-Manhattan Transit Sec. “A” "6s, 1 1968... 105 107 do Ref. “B” 4l4s, 1995................--++: 110 110 
Brooklyn Union Gas Deb. 5s, 1950 10314 105 —_ pag & Quincy Ill. Div. 314s, 1949......... — jr 
a Rarer 
Cincinnati Gas & Elect. 1st “A” 4s, 1968......... 100 104 Chicago Union age Ast “A” 44s, 1963........ 105 108 
Cleveland Electric Illuminating 1st 5s, 1939. 10114 103 do 1st “B” 5s, 1963.....................6-. 105 108 
Commonwealth Edison ist “F” 4s, 1981. 105 104 Cincinnati Sale’ Terminal ist “A” 41 6s, 2020. . 107'4 109 
a ae” York Deb. 4) 6s, ‘1961, bo pg Kansas City Terminal ist 4s, 1960............... 105 107 
do Deb. 5s, 1957. eee : 103 105 N. Y. Connecting R. R. ist “A” 414s, 1953........ 105 108 
Consumers Power ist & Unif. 414s, 1958......... 105 108 Norfolk & Western Poco. C. & C. P. — et 1941. 105 107 
noe og g hg ee 105 107 Oregon-Wash. R. R. & Navig. ist “A” & “B” 4s, ’61 105 103 
o Gen. ef. 5s, 1952, 55, and 62............ 107} 108 4 
Duke Power ist & Ref. 414s, 1967............... 104! 107 | Penn, Ohio & Detroit ist 'A 474s, 1977.......-- 108” 108 
Duquesne Light 1st “A” 414s, 1967... 122.212... 104 106 | Pennsylvania R. R. Sec. 5s, 1964..........--..-- 
—— Reading Co. Gen. & Ref. “A” & “B” 4!4s, 1997... 105 105 
Illinois Bell Telephone ist & Ref. “‘A” 5s, 1956.... 105 108 | erinpion P = : : 
} ; ; | Southern Pacific San Fran. Terminal 1st 4s, 1950. . 105 105 
Kansas City Power & Light 1st 414s, 1961........ 110 112 | Union Pacific 1st & Ref. 4s, 2008..............-. aes pe 
Louisville Gas & Electric 1st & Ref. “‘A” 8s, 1962.. 110 | eo a 
% 
Montana Power Ast & Ref. 5s, 1943.............. 105 105 do 4148, 1967... 2.6.0... see e eee ee eee e ees site a 
«an 110 
New York Edison 1st & Ref. “B” 5s of 1944, and “C” Virginia Railway 1st “‘A’’ 5s, 1962............... 
TLE ee aera pear 104 106 Industria 
New York Power & Light ist 414s, 1967.......... 105 104 - trials 105 106 
atk Boog Telephone ist & Gen. 44s, 1939...... 110 111 a y Pere ag sie oS 110 109 
orthern States Power ist & Ref. 6s, 1941....... 105 106 Am. Smelting & Refining ist “A” Bs, 1947. 100 102 
Ohio Edison 1st & Cons. 5s, 1960................ 105 106 H 4s. 1949 110 111 
Ohio Power ist & Ref. “D” 41s, 1956........... 10214 105 ea 1949... ane 101 
Oklahoma Gas & Electric 1st 5s, 1950............ 103 104 aie Ao aay hla 
‘ Goodrich (B. F.) 1st 614s, 1947..............006- 107 109 
Pacific Gas & Electric Gen. & Ref. 5s, 1942....... 105 107 Goodyear Tire & Rubber 1st 5s, 1957............ 103 104 
‘ >. ee ie me & “F” series......... 105 107 CST Oy ON EN io og vss csie eee cesecseuas 104 105 
‘acific Te e) ef. “‘A’’ 6s, 1952. eye 10714 110 , P ics , ’ Z 
Pennsylvania Power & Light ist 414s, 1981... | 105 105 | _ Inland Steel 1st “A” 414s of '78 and “B” 414s of "81-102 po 
Philadelphia Electric Co. ist 5s, 1966............ t 112 International Cement Deb. 5s, 1948.............. 1034 
do ist & Ref. riba uy RO oe Ee 10414 108 National Dairy Products Deb. 514s, 1948 103 104 
“Ee ROR RRR ORSReEseEE 1021; 106 ee crs. 105 106 
Philadelphia Electrit _:. ist 5145, 1972 106” 110 Watiomal Steel Unt Gs, 1906.0... cecenccscees 
Public — Elec, & Gas ist & Ref. 4! 6S of 1967 Phillips Petroleum{Deb. 544s, 1939.............. 101 103 
SN sore Srcttatas ketiea.0 eect cabolee oe 10414 107 ‘ 
3 Remington Rand Deb. “A” 514s, 1947........... t 103 
ee Serr errr Pre 102'4 106 Royal Dutch Deb. 4s, 1945... .. SEee enue tes 100 115 
Safe Harbor Water Power Ist S. F. 4!4s, 1997. 105 107 102 103 
Southern Bell Telephone ist 5s, 1941............ 105 108 ~_ pret oy Senne 7 104 
South western Bell Telephone 1st & Ref. ‘‘A”’ 5s, ’64 105 108 Sinclair Cons. Oil 1st “Ay 7s of 1937 and “B” 64s fie jm 
Union Elec. Lt. & Power Gen. “B” 5s, 1967....... 104; 106 POE a SS A aS eee 103 
so RC UO EO so0's casi e-tcs 6. shea aees eee 104! 106 Swift & Co. ist S. F. 33s, RUM Te en Cee t 8th 
West Penn Power 5s of 46, 5s of ’66, and 4s of ’61 105 Temas Carp: Comvy, Gi; BORG ois c.0 vec ccteseons 10114 103 
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Significant Foreign Events 


By Gerorce BERKALEW 


Foreign Representative of THE MAGAZINE OF WALL STREET 


Great Britain—The Jubilee 
Hang-over 


After the enthusiasm of the Jubilee 
has subsided, delegates to the 1936 Im- 
perial Conference must face the sober 
facts of reality and determine if a fur- 
ther step should be taken toward isola- 
tion and Empire self-sufficiency. We 
do not believe that the Conference of 
1936 could accomplish much in this 
direction. It is becoming more and 
more obvious that time-honored meth- 
ods of jubilation are of little avail in 
preventing the gradual disintegration 
of what was once known as the British 
Empire. The motivating forces of trade 
are stronger than the ties of tradition. Already the domin- 
ions show embarrassing symptoms of independence, are 
zealously seeking markets beyond the confines of the 
Empire. 

The 1936 Conference will also be an opportune occasion 
for other countries to present their protests against dis- 
crimination and preferential treatment applied by the re- 
spective units of the British bloc. Canada does not see 
eye to eye with England on the sterling policy of the Lord 
Chamberlain, British trading with Brazil has aroused the 
ire of Australian meat producers, Egyptian and Indian cot- 
ton planters are finding it increasingly profitable to deal 
with Japan than with Manchester—all salient points of 
contradiction exceedingly embarrassing to the loyal sup- 
porters of Empire solidarity. 

Furthermore, these fundamental issues may be of sufh- 
cient importance to override Mr. Chamberlain’s decisive 
“no” on. international monetary stabilization before 1936 
has spent its course. 


ak * 


France—The Political and Monetary Crisis 


Matters in France have reached an acute stage. Dragging 
deflation and a growing business stagnation have culmi- 
nated in a renewed and most intense flight of capital. 
Repeated upward revisions in the bank rate and continued 
assurances from official sources that France would not de- 
value failed to stem the tide. Seeking from the Chamber 
of Deputies extraordinary powers in order to cope with the 
situation, the Flandin government was rebuffed, and re- 
signed. The succeeding government is headed by M. 
Bouisson, a former Socialist, who made his acceptance con- 
tingent upon receiving the powers that were refused 
M. Flandin, but whether the guarantees that have been 
given him will be ratified when he goes before the Chamber 
is still a matter of doubt. 

Although the monetary crisis eased somewhat on the 
news of the new government’s formation and despite 
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the reassurance in the fact that the 
Bank of France continues to meet all 
demand for gold, there is no doubt 
as to the ultimate outcome. France 
cannot stand such deflation and _ loss 
of gold as she has experienced indefi- 
nitely and it makes no difference that 
the French press is still emphatic in its 
rejection of devaluation. M. Flandin’s 
policy of cheap money has failed spec- 
tacularly and French rentes sell today 
to yield more than 5!/2 per cent, against 
a yield of only 2.8 per cent in an 
unstable currency on British consols. 
Though, as it now appears, the most 
recent attack on the franc has 
been headed off for the time being, 
sooner or later devaluation is certain. 


ste ste 
s Lod 


Switzerland—A nother Currency Storm Center 


According to the latest official statistics in Berne, Swiss 
customs receipts have dropped over 147 million francs for 
the first four months of 1935, as compared to the corre- 
sponding period of last year, while exports have dropped in 
turn 4 million francs in April as compared to March. 

The drain on the Central Bank’s gold reserves accentu- 
ates the strain on the financial situation, which has for 
some time been acute, as a result of the impossibility of 
liquidating frozen German credits. With the tourist in- 
dustry overshadowing import interests, the Swiss franc is 
under pressure from practically every quarter. 

Furthermore, the technical position of the currency has 
been undermined by the repeated sales of large amounts of 
Swiss francs by Dutch banking concerns. Thus, despite 
the fact that the referendum of June 2 rejected devaluation, 
Switzerland is regarded as another, and important, storm 
center of the currency conflict. 

Of primary importance in the conflict of currencies is 
always the desire, regardless of country or financial creed, 
to return to gold. 

England is evidently unwilling to stabilize for some time 
to come, but she has also to take the dominions into con- 
sideration, where opinion is increasingly in favor of sta- 
bilization. 

In Canada, the directors of the Royal Bank have declared 
that the time has come for world stabilization, but this 
cannot be effected successfully at present rates of exchange, 
which would constitute a very heavy burden on the “gold 
bloc” countries. The best solution would appear to con- 
sist in an agreement as regards certain specified gold parities 
between the United States and the sterling group, with 
another parallel agreement as regards the “gold bloc” 
group. Without such a convention, the return to the gold 
standard in England on the present sterling basis would 
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entail a flight of capital of such proportion that a new 
financial crisis would follow in the principal European 
countries. 

There is no doubt that whatever prompted Mr. Morgen- 
thau’s speech, this marks an important stage in the mone- 
tary conflict, not that stabilization is imminent, but because 
the idea of stabilization is coming increasingly into favor 
in countries suffering from fluctuating exchange and where 
the future is viewed with anxiety. 


oo * Po 


Germany—Too Poor to Fight? 


While diplomats ostentatiously sign treaties of mutual 
military assistance, Germany quietly accumulates war sup- 
plies to the limit of her meager means. Her last purchase 
from the United States calls for delivery in July of one 
hundred thousand tons of copper; the steel industry has 
contracted for the entire output of Mexican molybdenum— 
the other two sources of supply furiously competing for 
orders, Sweden and the Climax Co. of America. Pro- 
tests in the House of Commons proved of no avail to stop 
German shipments of the International Nickel Co. of 
Canada. Isolated incidents of this sort, when taken in con- 
junction, are proof positive of Germany’s intent to prepare 
for war, but by no means are indicative of Germany’s 
capacity to wage war. As compared to Mussolini's mo- 
bilized million, his militant defiance of League censure over 
the Abyssinian question, Germany's military operations 
appear puny in comparison. But the two countries have 
one point in common; each faces im- 
minent economic collapse. 

Labor discontent in Milan manufac- 
turing centers has been carefully soft- 
pedalled by the Fascist press, whereas in 
Germany, Dr. Ewald Hecker, “feuhrer” 
of the National Industrialist Group, has 
been replaced in this important post by 
Tremdelenburg, former Under-Secretary 
of State. This nomination is symptom- 
atic, glaringly revealing the impotence 
of the National Socialist government to 
reorganize German economy by experts 
promoted from the party ranks, a some- 
what belated admission that even glori- 
fied state capitalism is fettered to the 
commonplace virtues of competence and 
efhciency. 


# * 


Poland—A Common Front with 
Germany 


For the past 150 years, Poland has 
been crushed under the boot of Russia, 
pounded by the mailed fist of Germany, 
stepped on by the more delicate slipper 
of Austria. The national unity of mod- 
ern Poland was achieved by the iron 
will of the late Dictator, General Pilsudski. Lacking the 
direction of this central figure, a man who could awe Parlia- 
ment into submission by the mere vigor of his profanity, 
European statesmen are anxiously watching the trend of 
events in Polish politics. In spite of renewed French over- 
tures, it is believed that Polish diplomatic procedure, always 
consistent with expediency, will lean toward a closer 
rapprochement with Germany to defend their common 
front against the Soviets. 

Thus the conclusion of the Franco-Russian accord has 
served not only to cement Poland and Germany in what 
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they term a mutual cause for defence, but more signifi- 
cantly has dampened British fervor to intercede unreserv- 
edly on behalf of the new Franco-Italian “defensive” 
imperialism. 


* * %% 


The Third International 


The Committee of the Third International has recently 
informed Stalin on several occasions that in their belief 
the policy of alliances with the “bourgeois” powers has not 
met with the decisive success looked for by the Soviets. 
The Committee is trying to persuade Stalin that Litvinov’s 
successes are apparent rather than real: the military alliance 
with France is not what was desired at Moscow, co-operation 
with the United States can no longer be counted upon, 
credits obtained are small and their utilization will be 
controlled by the lenders—but on the other hand, the 
restraining policy of the Committee of the Third Interna- 
tional and its decreased foreign allocations following the 
advice of Soviet diplomats has given deplorable results: 
there are already signs of disintegration among certain 
Communist groups abroad. 


* % * 


Foreign Funds for Wall Street 


There seems to be no doubt but that a general cur- 
rency stabilization would result in a tidal wave of European 
capital to Wall Street. Already American banks and 
brokerage offices in Europe, especially 
in Paris, are receiving numerous in- 
quiries. Brokers report that such 
inquiries come in from people who 
have consistently refused to consider 
American investments for the past 
eighteen months, as well as from indi- 
viduals having had no previous contact 
with the various American branch estab- 
lishments. 

Free capital, or “bad money” accord- 
ing to the London term, is now torn be- 
tween two fears: the fear of a further 
devaluation of the dollar to fifty cents 
on one hand and the fear of war or 
devaluation in Europe on the other. 
Were it not for the apprehension of a 
possible 16 per cent cut in the dollar, the 
movement would already have been 
dramatic. But even now the current 
has assumed fair proportions, as indi- 
cated by continuous gold shipments to 
New York. Should international sta- 
bilization withdraw the restraining peg 
by definitely fixing the gold content of 
the dollar, the fear of European compli- 
cation would no doubt be much stronger 
than any apprehensions as to the ulti- 
mate effects of the New Deal, the silver 
policy or the specter of monetary inflation. The fear of 
the more immediate menace would prevail over the more 
distant and less drastic one. 

Even should the war scare subside, and there is no reason 
te expect this eventuality, the possibility of devaluation of 
the last remaining gold currencies will be sufficient to send 
every French or Swiss franc and Dutch guilder towards 
the stabilized dollar. Offer capital safety at 2 per cent to 
3 per cent on investments in America, and Wall Street 
will see a boom financed from Europe which should more 
than compensate the disappointment of domestic inflationists. 
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Real Estate and Building 


Reviving 


Increased Mortgage Money Available -- and Expanding 


Demand for New Homes Spurs Private Construction and 


Brightens Outlook for Companies Associated with Building 


By NorMAan TRUMBULL CARRUTHERS 
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audacity of the idea, 

he began a month ago to apply some of his time destroying 
leisure to the restoration of the old-time appearance of 
vacant lots. Almost immediately buyers trooped in and 
sales began. 

“The real estate depression was on the run and I didn’t 
know it,” he told me. 

In real estate, they no longer speak of turning the cor- 
ner in the future tense. The famous corner is considered 
as definitely turned; the only difference of opinion is as 
to how far back it already is. 

Witness Stewart McDonald, Acting Administrator of 
the Federal Housing Administration, who said to me: 

“The back of the terrible depression has been broken 
and we are on our way forward to a state of well being 
that will endure.” 

“Of course,” I answered cynically, “but on the level— 
just between ourselves?” 

“No difference—when I say broken I mean broken. Look 
at that!” 

“That” was a memorandum of reports on modernization 
and mortgage loans under Titles I and II of the National 
Housing Act. Each set of reports was running at an 
average of a million dollars a day—and they covered only 
the F H A sector. 

That people are modernizing their residences and bor- 
rowing to refinance or build homes at the rate of $2,000,000 
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lynching a foreclos- 
ing judge, and foreclosures were generally prevented by 
force and intimidation. Now the once terrorized mort- 
gagees and the fearful mortgagors are clasping hands in 
celebration of new covenants. 

There is evidence of many kinds in many areas that 
real estate is coming back and that private building is 
recovering. During the first quarter of this year the num- 
ber of reported building permits increased 60.9 per cent 
over that quarter of 1934 and the indicated cost went up 
by 45.2 per cent. Permit figures for March show that 
month ahead of March, 1934, by 40.4 per cent in the 
number of permits and by 75 per cent in cost. April came 
down the exhibition pike with an increase of 134 per 
cent in all building permits and in residential building 
permits of 140 per cent over those of the month of rain 
in 1934, representing an increase in family housing units 
built of more than 200 per cent. All the nine geographic 
divisions of the country established for statistical purposes 
by the Bureau of Labor Statistics showed increases in both 
number and value of building operations. Not only that, 
but as compared with March the number of building per- 
mits issued in April showed a greater than normal seasonal 
increase. Latest figures show new residential building run- 
ning upwards of 100 per cent over 1934 in both number 
and estimated cost. 

F. W. Dodge Corp. reports of residential building con- 
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tracts tor April reveal that building contracts during that 
month were higher than for any other month since the 
latter part of 1931. Private construction, taken by itself, 
made the best showing in more than three years. Residen- 
tial contracts for the first four months of the year in the 
37 eastern states covered by the Dodge reports totaled 
$114,000,000 as against $80,000,000 for the corresponding 
period of 1934. Contemplated residential building for 
April, amounting to $100,000,000 was up about 46 per 
cent over April, 1934. Gains in residential building con- 
tracts were shown in April in all regions except the New 
England states and the New Orleans area. 


A Long Way Back 


A note of caution must be sounded as to the value of 
comparisons. In 1934, as a whole the number of family 
housing units provided in 819 cities was down to 29,908 
and the total number of new buildings in 812 cities was 
only 86,715. Back in 1925 the number of new family 
residence units was almost 500,000 in 257 cities. In that 
peak residential year the total cost of all new buildings in 
the same cities was more than $3,800,000,000. The cor- 
responding figure for 1934 was a pitiful $377,000,000, and 
expenditures for residential buildings were down 97 per 
cent; (all construction reached its all-time record in 1929— 
$9,000,000,000). When statistics descend to such low 
levels percentages by way of comparison are meaningless 
and absolute differences are treacherous. The thing to 
look for is the trend. The trend is in the right direction 
month after month, 
and there are many 
reasons why it will 
continue and become 
more and more en- 
during. 

This article is de- 
voted mainly to con- 
sideration of non- 
governmental _ build- 
ing, but it should be 
noted that publicly 
financed building ac- 
counted for a consid- 
erable part of the 
building operations of 
1934, although figures 
are not available to 
show its proportions. 
The total amount of 
P W A funds ear- 
marked for building 
construction in 1934 
was $170,000,000, out 
of a total construction 
allocation of $765,- 
000,000 for non-Fed- 
eral projects. Under 
the new P W A program $900,000,000 has been allocated 
for non-Federal projects, but the proportion that will go 
into buildings is not definitely known; it may be $200,- 
000,000, 

Speaking of construction in a broad way, the Federal 
Government’s Work-Relief program calls for the expendi- 
ture of $4,000,000,000, besides regular public works ap- 
propriations of several hundred million dollars. These 
amounts will be augmented by state and local co-operative 
supplements and independent projects. State governments 
spent on their own projects in 1934, $38,000,000 for 
buildings and $80,000,000 for highways. 
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Home Building Is on the Increase the Country Over 


Emergency public works, however, while they are tem- 
porarily of great economic importance do not have much 
to do with construction trends, except as they may have 
the effect of deterring private effort; however, any mea- 
sure of publicly financed building now in sight does not 
importantly conflict with private enterprise. That of 
course is not so applicable to construction in general. But 
a part of the residential building sponsored by the Govern- 
ment really amounts to subsidization of private building. 
For example, the undertakings of limited dividend corpora- 
tions in the housing field, where we have P W A loans to 
such corporations, are swelling the total of home building 
in an impressive way. 


Taking the Broad View 


Getting out of the jungle of entangled statistics which 
necessarily make construction data always more or less 
obscure and subject to explanations and qualifications, it 
is possible to get a far-and-wide view of the future of 
building in particular and of real estate in a more general 
and vague way. 

It is to be noted that building in the United States—the 
greatest consumer of the products of other industries— 
fell further and harder than any of them. When you find 
an industry—building—which has lost 95 per cent or 
something like that of its one-time volume you reach 
the region of “chaos,” “demoralization” and “paralysis’— 
terms so loved of economic writers in recent years. Having 
got down into the lowest nether regions this construction 
industry sought to 
dig into the bottom of 
‘the muck and suspend 
all animation. 

Apartment houses, 
hotels and office build- 
ings accepted fore- 
closure as a normal 
affair. Vacancies piled 
up in all but the 
cheapest apartments, 
as people moved down 
in income scale; va- 
cant detached houses 
endowed all cities 
with a blind and mori- 
bund aspect, hotels 
shut up whole blocks 
of rooms, families 
huddled together, 
whole business streets 
closed their doors and 
vacated factory build- 
ings were so common 
that an occupied one 
was a novelty. Resi- 
dences went under 
mortgages by the 
scores of thousands, evictions shocked public sensibility, and 
yet former owners frequently stayed on as free tenants— 
even sometimes receiving a consideration for remaining. 

When industrial production showed signs of revival in 
1932 and really did revive in 1933 the general judgment 
was that building could no more resist recovery than a full 
balloon could stay down. But except for P W A, CC C 
construction and other public works which gave building 
statistics in 1933 an illusory boost, building kept on reced- 
ing, until in January of the current year it got almost down 
to the zero hour figures of March, 1933, while all the 
time industrial production was steadily rising. Never were 
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the curves of building and industrial activity so far apart 
as last January. This unique situation—of a country recov- 
ering industrially while receding in the basic construction 
industry—gave considerable color to the New Deal theory 
that construction would have to wait on general recovery 
instead of starting it. 

Several explanations of this situation are to be noted. 
First, the New Deal monetary, fiscal and general economic 
policies affected building the same as all other constructive 
and reconstructive enterprise with the blight of fear and 
apprehension. Second, the brief post-war business reces- 
sion of 1920 and 1921 had but little result in the way 
of deflation of mortgage debts; the load was carried for- 
ward and turned into a vast overload in the next eight 
years; consequently, an abnormal job of deflation was 
shouldered onto the real estate field after the 1929 smash. 
Third, the recovery of wholesale prices, which began in 
the summer of 1933, has kept on steadily. Building ma- 
terials never did go down very far, having kept around 
the 75 per cent line on a 1926 base, and the unionized 
building trades have nominally, at least, maintained close 
to 1929 wage rates, even with four men in five out of 
work. The maintenance of fixed transport rates on build- 
ing materials and almost no recession in distribution costs 
confirmed an almost immovable building cost structure. 


Leavening Forces at Work 


On the other hand, since 1932 powerful forces have been 
at work to dissolve the building impasse. The Reconstruc- 
tion Finance Corp. came to the rescue of insurance com- 
pany and building and loan association real estate lenders. 
The Farm Credit Administration refinanced over 2 billion 
dollars worth of farm mortgages and assumed an additional 
burden of new loans. The 








They are avidly in the market for loans, and have reduced 
their indebtedness to the F H L B from $94,000,000 to 
$74,000,000. 

Now, however, member institutions of F H L B have 
about $180,000,000 available for mortgage discounts and 
another $75,000,000 is already outstanding. Its discount 
rate, it announces, has recently been reduced to 3 per cent, 
and Farm Land Banks are already ordered by Congress to 
make one-year loans at 32 per cent and long-time loans 
at 4, Uncle Sam financing the difference between the 5 
per cent he pays for land bank bond issues and what he 
gets from borrowers. 

The Federal Savings and Loan associations—another child 
of F H L B—now number 550 and recent legislation has 
made $300,000,000 available to them and other members of 


the F H L B system, with the loan insurance rate reduced 


50 per cent. 
Enter the FH A 


Then came the Federal Housing Administration in 1934 
with its policy of insuring both modernization and building 
loans on an approximate 5 per cent basic rate of interest. 
Finally, the R F C entered the field of low-interest mortgage 
loans for the purpose of completing unfinished structures 
of industrial companies undergoing reorganization; and it 
now has authority to buy preferred stock in the Mortgage 
Loan Associations the F H A is endeavoring to organize, 
although F H A prefers to finance these associations entirely 
through private investments. 

Meanwhile the Federal Reserve policy in respect of mort- 
gages has undergone a profound change and the pressure 
on member banks for liquidation of such liabilities has been 
greatly reduced, particularly in view of the new banking 

bill, which authorizes long: 





Home Loan Corp. lifted or gave 
assurance of $3,200,000,000 of 
relief to urban mortgagors and 











mortgagees. The Federal Home ia A + 
Loan Bank founded hundreds of Le | 
new building and loan asso- | \ 
ciations and extended capital aooH-} 4 


assistance to others. Both the 
H OL C and the F C A made 
huge loans for modernization 
and repairs of properties on 
which they hold mortgages. The 
Government embarked on a de- 
liberate policy of lowering in- 
terest rates through treasury 
policies and H O L C and 
F C A refinancing one of the 
factors being the insuring of 
both bank deposits and those of 
building and loan associations. 
The Home Loan Bank Sys- 
tem, intended to be a rediscount ; 
agency in the mortgage field of “19u 25 °30~«35C 








w 
oO 
oO 
te 














SCALES IN THOUSANDS OF UNITS 
2 
° 
oO 
+ 
| 
| 
| 








100}+ 4+ 





Based ON 
257 IDENTICAL CiTiE 

















NEW FAMILY DWELLINGS 


At CITIES OF 10,000 Poe. or Over! 





FAARI IAS ON D 


time mortgage loans by member 
banks. This departure is arous 
ing keen interest of local bank- 
ers in mortgage loans—about 
the only local outlet for con- 
siderable sums at any time. The 
Supreme Court’s crushing over: 
throw of the Frazier-Lemke law 
for the expropriation of the 
equities of mortgagees, in the 
recent Big Three decision day, 
has put farm mortgages back 
on the map for cautious invest: 
ors just at a time when the eco- 
nomic situation of agriculture 
appears to be entering upon a 
long period of improvement and 
optimism. 

Finally, with impressive indi 
cations that recovery is on its 
way and the accumulation of 
plethora of idle funds in banks 
and in all the mortgage invest- 
ment agencies, the pressure for 








finance, similar to the Federal 
Reserve in commercial credit (a 
particular pet of President Hoover's) swung into action 
about the same time as the R F C. Although not primarily 
intended as an emergency measure, that slant was promptly 
given to it, and its resources have been used more to relieve 
the distress of long term home financing institutions than 
to finance or help the home owner notwithstanding that its 
child and ward, the Home Owners Loan Corporation, 
came later into the field as the great urban mortgage relief 
agency. The result is that building and loan associations 
ire in a more liquid condition than they have been for years. 
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foreclosure has let up in all ex 
cept the most hopeless cases, and aggressive lending is again 
appearing. In New York City the savings banks are again 
advertising that they are in the mortgage business, and all 
over the country the real estate pages of the newspapers 
are sprinkled with mortgage loan offerings. Real estate 
brokers report that investing individuals are on the syste 
matic prowl for promising mortgage loans and all the life 
insurance companies are turning back to mortgage loans 
despite the general feeling that the country is headed for 

' (Please turn to page 210) 
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The Menace of 
Poisoned Words 


Abused Words and Phrases Contribute Po- 
tently to the Troubles of Business in Its Public 


Relations—Rhetoric as Important as Figures. 


USINESS has been getting forceful high-lights in 
education concerning the poison latent in carelessly 
accepted word-labels. Acts are of limited significance 

until interpreted in words. The words then gather impli- 
cations and connotations as they travel and their power, 
in a population susceptible to catch-words and slogans, is 
made explosive by the news-headline, the movie and the 
radio. 

“Capitalistic’—to the man in the street the word is 
packed with inimical suggestion: a serious matter when the 
poison word becomes the accepted label of a spontaneously 
evolved social and economic order. 

Progress toward real Industrial Democracy has been im- 
peded if not blasted by acceptance of the term “company 
union” as the label of friendly collective bargaining as op- 
posed to hostile bargaining. 

The damning word “monopoly” has been a blight to the 
public utilities; probably most of their current troubles 
are traceable to this source. It exalts for example the 
demagogue pretense that rate crusades spring from a noble 
aspiration to “ease the cost-of-living burden.” Easing the 
burden by whittling the smallest item in it whilst increasing 
the larger ones! Public utilities are correctly called “natural 
monopolies,” when the term is used with academic precision 
in the strictly economic sense—meaning that the business is 
properly and inherently one of single service in a given 
area. In common usage, the adjective disappears and the 
stark noun gathers all the sinister implications and connota- 
tions spawned by efforts to establish oppressive artificial 
monopoly in other fields. To the man in the street, “mono- 
poly” means just one thing—a means of gouging him by 
greedy control of production and prices. 

Fairly considered, public utility services do not fit into 
that mental picture. They cannot be stored for a price 
rise; they have to be produced and delivered as wanted; 
nobody “has to have them,” and just because they are 
natural monopolies they are properly and necessarily subject 
to public control, and exposed to expropriation. 

There was no “monopoly” advantage at work when 
kerosene displaced candles and whale oil; when gas lighting 
displaced kerosene; when gas fuel superseded wood and 
coal in urban kitchens; when electric light displaced gas 
light; when the trolley car superseded shank’s mare and 
the horse and buggy; when telegraph and telephone began 
competing with mail and messenger. 

Electric service is talked about as if it were an existent, 
natural resource that has been filched from “the people.” 











BERNARD J. MULLANEY 


Vice-President, The Peoples Gas Light and 
Coke Co. 


Electricity really does not exist (except the “wild” elec- 
tricity of thunderstorms) until somebody couples a genera- 
tor to a prime mover (engine or water fall) and produces 
it. Anybody who wants to can make his own—in his store, 
office, factory, basement or back yard. Many do. It 
doesn’t become a “universal necessity” until excellence of 
service, advertising and salesmanship make people want it 
through the medium of a single service under their control. 

In the perverted everyday meaning of “monopoly,” pub- 
lic utility services are no more of a monopoly than spring 
wheat, kitchenettes, or coonskin coats. Every kilowatt 
hour of electricity, cubic foot or therm of gas, street car 
ride, telephone call, or telegram bought by the user, is 
bought only because it is cheaper, more convenient, more 
efficient, or otherwise more desirable than something else 
that he could use for the same purpose. 

The point of all this is that Business ought to wake up 
and realize that concentration on strictly market-place con- 
siderations exposes it to getting hit below the belt. It must 
learn that advance attention to the kind of government 
we have is a fundamental business concern. It must 
learn that it deals with popular conceptions of economics 
and with mass psychology as well as with mere bookkeeping. 
It must realize that rhetoric is as important as statistics. 


ama csi 





One of a Series of Guest Editorials by Leading Men of Industry 


for JUNE 8, 1935 








Wheeler-Rayburn Bill 


q Heavy Taxation, Government Competition, Rate Agitation, 


q What Is the Future of Public Utilities? 


Nineteen Billion Dollars 
On the Spot 


By Ernest GREENWOOD 


Fury said to a mouse, 

That he met in the house, 

“Come, let’s go to the law, I will prosecute you. 
“Come, I'll have no denial, 

“T must have a trial, 

“For really this morning I’ve nothing to do.” 


Said the mouse, “I demur”; 

“Such a trial, dear sir, 

“Without judge or jury would be wasting our breath. 

“Tl be judge and jury,” 

Said cunning old Fury. 

“Tl try the whole case and condemn you to death.” 
From “Alice in Wonderland.” 


” 


“While steam plants constitute 40 per cent of the 
capacity of the Southeastern companies, these steam 
plants have been practically idle for the past few years 
because these companies, at the request of the Govern- 
ment, have shut down the steam plants and purchased 
power from Wilson Dam, paying the government an 
amount equal to what it would have cost them to 
generate power in their own plants.” 

Wendell Willkie, President, 
The Commonwealth & Southern Corp. 


ND on these two quotations hang all the 
law and the prophets. They represent not 
only the attitude of the present Federal 
Administration but the attitude of more than 
one state administration and many local ad- 
ministrations which, encouraged by the example 
set by Washington and by the Federal Gov- 
ernment’s apparent eagerness to loan money to 
municipalities on any sort of terms for the 
purpose of competing with local public util- 
ities, have seized upon the public utility is- 
sue as a rabble-rousing issue which might 
be extremely helpful in the next election. 
An outstanding example is Mayor La ; ; 
Guardia with his New York City mu- Ce son, 5 
nicipal plant proposals. me 
In most instances the 
local citizens—the tax-pay- 
trs who must pay even- 
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tually for the government-owned and operated plant and 
who recognize what government competition means to 
them or their fellow citizens who own the securities of the 
local utility company—have turned a cold and somewhat 
jaundiced eye on these proposals. The Federal Govern- 
ment has had some difficulty in loaning money for the pur’ 
pose of establishing local government plants and distribut- 
ing systems. The public has been fairly well educated to 
the respecting merits of government service vs. private 
ownership and operation service. Even the Secretary of 
the Committee on Coal and Giant Power (appointed by 
the League for Industrial Democracy in 1925 “to make a 
study of coal and superpower with a view to preparing 
plants for their efhcient public ownership”) admitted in 
1926: 

“We have made three attempts at control. We have 
set up municipal plants. Their status is changing and we 
should face that fact. Outside of the large cities they can 
no longer compete in rates and efficiency with the new 
plants being established by companies.” ‘This of course is 
the answer. Until the government—whether Federal, state 
or local—can absolutely prove that it can generate and 
deliver electricity at a price cheaper than the price charged 
by the privately owned company without resorting to 
trick bookkeeping and without placing any additional 
burden on the tax-payers, even such monu- 
mental schemes as The Tennessee Valley 
Authority or the light and power project 
in connection with Boulder Canyon Dam 
will fall of their own weight. It is unfortu- 
nate, of course, that in the meantime many 
hundreds of millions of dollars of the tax- 
payers’ money will have been spent but it 
may be worth while in the long run—the 
American people will have learned a lasting 
lesson in “government in business” and, cost- 
ly as it may be, it will be quite worth while. 

The record of the public utilities—both 
electric and gas is too well known to require 
reviewing here. The story has been told 
over and over again in the columns of THE 
MAGAZINE OF WALL 
STREET. Starting from 
scratch in 1882 with less 
than a score of customers 
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the electric light and power industry had slightly less than 
4,000,000 customers within 30 years. Today it represents 
an industry in which 14 billion dollars have been invested 
by the American people—an industry serving 24 million 
customers scattered throughout the nation in nearly all 
cities, towns and villages including some 740,000 farms. 
kt has an unbroken record of constant improvement in the 
quality of service and an almost unbroken record of a 
seady reduction in rates since 1913. Until the present 
Federal Administration came into office its securities were 
among the most highly regarded in the world. 


Gas Also Threatened 


The same features have characterized the gas industry— 
particularly the manufactured gas industry. In the past 
there has been a certain amount of “‘wild-catting” in the 
natural gas industry but today this is on the same stable 
basis as the manufactured gas industry. Older than the 
electrical industry—the gas industry is now more than 100 
years old—its 2,000 companies are serving 15 million cus- 
tomers. It represents an investment of nearly 5 billion 
dollars entrusted to it by more than 3 million people. Like 
the electric light and power industry, its securities have 
been held in high esteem. Yet these securities, or rather 
the values of these securities, are threatened with the same 
destructive forces threatening the electric light and power 
industry for, as we will presently see, if the present Admin- 
istration’s plans for a great government owned and operated 
hydro-electric system are permitted by the American people 
to be carried out to their logical conclusion, they might go 
far toward destroying the privately owned and operated 
electric light and power industry and also toward destroy- 
ing the gas industry, to say nothing of their serious effect 
on the coal indus- 
try, the oil indus- 
try and on. trans- 
portation. 

Such an eventu- 
ality seems absurd 
on the face of it. 
There are nineteen 
billion dollars of 
the people’s money 
at stake! Highly 
technical services 
on which the men, 
women and chil- 
dren of these 
United States have 
become absolutely 
dependent would 
be placed under 
the absolute con- 
trol of a highly 
centralized _ politi- 
al hierarchy 
which, according 
to Senator Daniel 
O. Hastings (dis- 
cussing the Admin- 
istration’s plans 
for administering 
the 4-billion-dollar 
work relief fund) 
“has unlimited op- 
portunities . . . to 
sett up the most 
highly financed po- 
litical machine in 
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the history of the country.” A highly specialized and highly 
organized business would be headed for the chaos which 
always results when the Government attempts to mess in 
what has heretofore been private enterprise and turn it 
over to the politicians. And all to no purpose except to 
give the little-red-school-house brand of economists a chance 
to demonstrate their fantastic theories of socialization under 
the guise of “reform.” 


Socialistic Influence 


For almost a generation the Socialist Party of America, 
with its numerous offspring such as the Public Owner- 
ship League of America and the League for Industrial 
Democracy, has been preaching the doctrine of government 
ownership of the “railroads, express service, steamship lines, 
telegraphs, mines, oil wells, power plants, elevators, pack- 
ing houses, cold storage plants and all industries operated 
on a national scale” * * * to be “administered jointly by 
the government and representatives of the workers, not for 
revenue or profit.” It is interesting to note that in 1926 
on the Advisory Council of the Committee on Coal and 
Giant Power of the League for Industrial Democracy we 
find the names of Senator George W. Norris and Donald 
Richberg. 

Keeping in mind the fact that what is going on in 
Washington with regard to the public utilities is only the 
culmination of plans laid many years ago, just what are 
the privately owned and operated utilities facing today? 
First, government competition on a scale so far beyond 
anything which has ever been dreamed of that it might 
well be frightening if it were not already showing signs of 
failure. Second, drastic regulation with regard to rates— 
a more or less artificial and inspired demand on the part 
of the public which 
will probably be 
forgotten once the 
depression is al- 
lowed to die a na- 
tural death. Third, 
constantly mount- 
ing taxes with an 
effort to impose 
them so that they 
cannot be passed 
on to the ultimate 
consumer as is done 
with taxes on the 
product of every 
other industry. 
Fourth, the effort 
to destroy the hold 
ing companies and 
break the electric 
light and power in- 
dustry up into a 
multitude of large 
and small local 
units where they 
would be “easier 
picking” wherever 
the radical social- 
ists might be in 
control of Govern- 
ment. This last 
effort, resulting in 
the so-called 
“Wheeler-Rayburn 
Bill,” is just about 
as absurd as the 
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idea of breaking up our great telephone system into thou- 
sands of local units thereby putting the service back on a 
par with the service in the late nineties. 

One of the first acts of the present Federal Administra- 
tion—almost before the President and his associates in the 
New Deal had warmed their new office chairs—was the 
establishment of what is known as the “Tennessee Valley 
Authority.” Some such action was to be expected in view 
of the President’s attitude toward the public utilities while 
he was Governor of New York and in view of his untiring 
efforts to put across the St. Lawrence River hydroelectric 
project—more of an economic monstrosity than Muscle 
Shoals, Boulder Canyon Dam or the development which is 
going on in the Columbia River Basin. 

Like the record of the electric light and power industry 
the details of the so-called “T V A” are too well known 
to the readers of THE MAGAZINE OF WALL STREET to re- 
quire rehearsal here. An outstanding fact is that this 
project duplicates generating facilities in a territory already 
equipped with generating facili- 
ties in excess of the present or 
immediate future market. A sec- 
ond outstanding fact is that it is 
an agency which its designers ap- 
parently hope will destroy a 600 
million dollar investment or for 
hampering the operation of the 
properties representing that 600 
million dollar investment to such 
an extent that their owners will 
throw up their hands in despair 
and say: “Mr. President, you 
own another business.” 

What is not so well known is 
the effect of the Tennessee Val- 
ley Authority on other indus- 
tries. Let us take for example 
the coal industry. Years ago 
Thomas A. Edison said: “We 
shall steadily require more power, 
but a great deal more fuss is 
being made over hydroelectric 
power than its intrinsic value 
warrants. The first and_ best 
source of power is coal... .” 
I agree with Wendell Willkie 
when he says: “Personally, I 
do not know of any unpreju- 
diced, reputable engineer in the 
country today who does not 
agree with Mr. Edison’s views.” 

But, to turn back to the open- 
ing paragraphs of this story, we find that the steam plants 
of the Southeastern companies, which have constituted 40 
per cent of their capacity, “practically idle” because at 
the request of the Government they have been shut down 
so that the companies might purchase power from Wilson 
Dam (a dam which never should have been built) paying 
an amount equal to what it would have cost them to gen- 
erate by steam. 

What does this mean? First of all the abandonment of 
plants which cost millions of dollars to no purpose except 
to provide a market for Government generated electricity. 
Second, it means additional unemployment—the employees 
of these steam plants found themselves in the ranks of the 
unemployed. Third, it wiped out a substantial market for 
coal. Fourth, it reduced the freight receipts of the rail- 
roads carrying the coal to these plants. 

This is important for if the Government’s plans for a 
great hydro-electric system, developed at the cost of the tax- 
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payers without regard to economic soundness are com 
pleted eventually, these effects will be multiplied hundred; 
of times. Every million tons of coal mined, transported 
and distributed represents in the aggregate one million 
work days or steady work for a year of 300 days for ap 
proximately 3,335 men. Every million tons of coal dis 
placed by hydroelectric power means the loss of one mj). 
lion work days each year and in perpetuity. In the gen. 
eration of hydroelectric power every million kilowatts 
(year) represents six million tons of coal, or steady em 
ployment 300 days in the year for more than 20,000 men, 

So we find the Federal Government competing not only 
with the privately owned and operated electric light and 
power industry in some five or six states (and by methods 
of trick bookkeeping, which would never be tolerated 
under the “Uniform Classification of Accounts” law for 
privately owned utilities in most states, trying to prove 
that it can generate and distribute electricity cheaper 
than the existing companies) but we find it competing 
with the coal industry. It must 
be remembered that the South 
eastern companies are paying 
for current an amount equal to 
what it cost them to generate 
with coal. But this is by no 
means the whole story. 

The T V A is in active com- 
petition with the gas industry— 
both manufactured and natural. 
The Government’s ‘*cheap"’ 
power looms large as a serious 
competitor—it is fairly well es 
tablished that the managers of 
the T V A are moving heaven 
and earth to persuade people in 
its area to change from gas to 
electricity for cooking and the 
heating of water. Carrying out 
the Government's hydro-electric 
plans to their logical conclusion 
it becomes a competitor of the 
millions of citizens who have in 
vested nearly 5 billion dollars 
in the gas industry—and again, 
for the sake of emphasis, all to 
no purpose except to destroy 
the whole system of private initia’ 
tive and enterprise and center the 
control of all of the sources of 
production and distribution in 
Washington. 

Suppose we turn to Boulder 
Canyon Dam. Here the Government proposes to transmit 
hydro-electric power 250 miles into Southern California 
which already has enough in the way of generating facil 
ties to supply the market for many years to come. It has 
been demonstrated conclusively that it is cheaper to generate 
with steam plants fired with cheap fuel oil or natural gas 
than it is to generate with water power even though the 
water power may be adjacent to the market. 

Thus we see the Boulder Canyon Dam project as 4 
competitor not only of the Southern California Edison Co. 
but a competitor of the oil industry selling cheap fuel oil 
to electric utilities and the natural gas industry as well. 
The collateral wreckage—in the coal industry, the oil 
industry and the natural gas industry—is apparently of 
small moment to the advocates of government operation. 
Similar repercussions from the Columbia River, the St. 
Lawrence River and all the rest of the gargantuan projects 
(Please turn to page 212) 
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~-Senemo —" 
Past, t and P tive Positi of 
| ast, Current a p 10on 
| — 
| Gross Ratio ———Derivation of Gross Revenue——_, _" 
| Plant— Funded Common Operating Com. Stock Rwy. Water, Ht, 
| Company Book Value Debt Stock Revenues Earnings Elec. Gas and Ice Telephone Gr 
| (millions) (millions) (shares) (millions) to Gross % % % % — 
American & Foreign Power............... 685.3 161.2 —a 60.0 d 80 2 16 2 
| (n. p. 
| | | , - 
| American Gas & Electric................. 387.9 194.4 4,482,742 61.9 12.3% 
| 2 
| SPECI GE. Be NOE on ven sce cscwcccee 172.1 64.6 2,767,391 34.7 10.4% 15 72 3 10%, 
($25 par) Coke 
: ————. ~ it 
American Power & Light.................. 717.9 365.7 a 77.0 d 85 8 6 1 
| (n. p. 
: — ~N 
| American Waterworks & Electric.......... 389.9 187.6 1,750,888 46.6 3.9% NF NF NF 28%, 
| (n. p.) Water 
tn = -- 9 
Associated Gas & Electric................ 744.5 587.9 4,490,054 84.0 d 79 13 ——_—— 
(Cl. A $1 par) 8 
me ——__— mr 
ep OC Se pS ear ene ea 107.7 49.1 742,084 22.4 14.1% ee 100 
(n. p.) 
Cities Service................... ie BETTE 1,066.3 461.9 37,619,164 173.8 d 23 20 3 54°; 
(n. p.) oil 
: i ne ee Raa” Gai 2 fa 16 
Columbia Ges & Bloct........ccccccccsss 588.4 180.4 11,813,058 77.4 3.8% 29 67 2 2 
(n. p.) 
= ——— Se a eee oe 13 
Commonwealth & Southern............... 1,040.8 489.5 33,673,328 115.0 d 81 7 9 3 
(n. p.) 
| — 
| 
ee ee 1 
| Commonwealth Edison (Chicago) .......... 294.2 194.7 1,616,838 75.9 11.1% 100 ee os “ | 
| ($100 par) Baga 
| | 1! 
Cons. Gas, El. Lt. & Power (Baltimore).... 133.1 67.4 1,167,397 28.9 16.3% 66 31 vhs 3 
(n. p.) —— 
| I 
Consolidated Gas of N. Y..............00. 1,250.0 396.8 11,476,527 227.5 11.0% 75 20 ‘Se 5% 
(n. p.) Steam = 
—— 1 
| cr cvolavechassensien esis 289.6 134.0 1,272,260 45.3 12.0% 95 1 a 4% 
($100 par) Steam 
= 
| _ . a : 
Edison Electric Illum. Co. (Boston)........ 168.5 71.0 534,875 29.7 17.4% 98 > ne 2% 
| ($100 par) Steam 
| 
Ee sis : a : 
| Electric Power & Light................... 617.2 285.5 3,393,945 74.5 d 53 31 12 4 
| (n. p.) 
| _ — 
Engineers Public Service................. 319.5 147.5 1,909,817 43.7 d 76 3 17 4% 
(n. p.) Steam 
cea = at ae 1 
| Federal Water Service................... 169.5 101.1 569,515 15.7 d Chiefly water, small amount of gas 
| Cl. A (n. p.) 
—s 1 
International Hydro-Electric.............. 520.8 280.4 841,128 59.4 1.6% 84 7 8 1 
| Cl. A ($25 par) 
a 1 
Louisville Gas & Electric................. 80.5 30.5 600,374 10.0 14.7%, 72 28 a oe 
Cl. A (n. p.) = 
National Power & Light.................. 516.1 280.2 5,456,117 71.5 6.5°, 83 6 10 1 
(n. p.) 
aes a5 1 
ST TID Ss coins bn GG sh ow wiewein's wie enie 56.3 27.4 360,000 42.3 4.1% = ae <e 100% 
(n. p.) Steam 
4 a 1 
Niagara Hudson Power.................. 571.8 223.9 8,738,250 73.6 §.3°% 86 14 
($15) 
ae : 
ee ae 653.2 311.8 ay 101.4 8.9% 78 4 il 7 
n. p. 
PUG SOOI TE TROUEIN 5 vio oc obscene es ees 660.1 293.1 6,261,357 87.6 10.9% 71 27 1 1 
($25 par) an 
for 
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{ Leading Public Utility C 
Ratio of Maint. & Deprec. to Common Stock Earnings 
Se Recent 
eph Plant Latest Price of Common COMMENT 
3 one Gross Value 1933 1934 1935 Common Dividend 
‘i eee 
2 NF NF 5.78 2.95(6) saa 4 None Unsettled foreign conditions have hampered company’s progress in 
on ist Pfd. recent years. No earnings on common in past three years. Stock 
represents a radical speculation on recovery and growth potential- 
ities of utilities abroad. 

18.2% 2.90% 1.75 1.66 1.73(2) 28 1.40 Common stock earnings have held remarkably well during past 
three years, attesting company’s conservative position. Properties 
pretty well grouped geographically. 

07 13.1% 2.43% 1.64 1.31 1.15(2) 10 1.20 Downward trend in net earnings still in evidence, although com- 
“ake pany is conservatively managed and financed. Controlled by 
os United Light & Power. 
tas | 11.0% 1.09% 2.20 2.23 2.60 None This system has been experiencing a sharp recovery in load in 
on Pfd. on Pfd. on Pfd. (3) recent months, largely due to increase in mining activity in its terri- 
tory. Is paying $1.50 annually on $6 Pfd. 
8% NF NF 1.22 1.03 0.94(2) 13 0.80 Company’s properties are compact from a territorial standpoint. 
rater Earnings still gradually declining, but still showing fair margin 
over current dividend. 
a 17.0°; 1.85% Fixed Fixed 54 None Adjustment of capital structure in past two years have permitted 
charges charges a better showing on bond interest coverage in 1934. Financial 
earned earned set-up complicated however, and outlook for junior securities 
0.89x 0.98x doubtful. 
ee 11.8 2.46‘ 6.18 5.25 4.78(2) 57 5.00 Latest reports so far 1935 indicate earnings are running lower 
than current dividend. Company is conservatively managed and 
anced. 
on d0.09 d0.19 0.002(4) 2 None Major portion of Cities Service business is oil and natural gas. 
vt Financial set-up complicated, but marked improvement in financial 
position has been effected during past two years. Common stock 
highly speculative. 
2 = 16.9 2.18% 0.51 0.25 0.20(2) 7 None Net earnings on common still declining. Company is probably the 
(est.) largest factor in natural gas in the East, and has attractive poten- 
tialities of expanding business. 
5 and 13.9 1.54 5.67 5.02 5.17 None Earnings on common stock non-existent for past three years. 
on $6 Pfd. on$6Pfd. on $6 Pfd.(3) Diversification of properties geographically, is sound from operating 
viewpoint, but Government plans may handicap. 
oT 15.2 3.91% 5.10 5.21 5§.51(2) 72 4.00 This operating unit has been showing a gradual rising trend in net 
I earnings since 1933. Supplies Chicago with electricity. 
12.7% 2.75% 3.91 4.04 4.10(3) 72 3.60 Progressive management has been able to achieve gradual increase 
; in net earnings and at the same time give consumers frequent 
benefits of lower rates. 
| NF NF 3.31 2.18 2.03(2) 24 1.00 Political agitation has plagued this operating company extremely 
”, during the past year. Dividend has been sharply reduced in anti- 
A cipation of lower level of earnings based on lower rates. 
oo: e 15.7 2.45 4.83 4.28 4.16(5) 80 4.00 The mafked increase in automobile manufacturing activity has 
i benefited Detroit tremendously, although net earnings of the com- 
pany are affected by higher charge-offs carried over from previous 
dull period. 
ga! 15.7° 2.76% 10.03 9.70 9.93(2) 131 8.00 Dividend reduced late in 1934 to $8.00 annually. Additional rate 
m concession effective April 1st, 1935, will probably restrict any 
further near term revenue increase. A conservative operating 
company. 
NF NF def $2.76 0.25 0.10 None A complicated holding company structure. Earnings barely cover- 
on Pfds. on Pfds. on Pfds.(3) ing fixed charges, although some recovery has been occurring. 
a Controls United Gas Corp. 
16.6 2.27°% 3.20 2.58 2.24 3 None Nothing earned on common for several years; net available for 
a on Pfds. on Pfds. _on Pfds. (2) referreds showing gradual drop due chiefly to mounting expenses. 
ver 90% of the common held by Stone & Webster, Inc. 
: 11.1% 1.03°; 3.70 2.79 114 None Heavy capitalization of subsidiary companies absorb most of net 
on Pfds. on Pfds. earnings of properties, although a moderate amount still available 
aa on preferred stock. 
a | 14.5% 1.67% 1.96 1.14 2 None No dividends are being paid on the $3.50 Preferred nor on the Class 
on Cl. A§ on Cl. A§ A stock; earnings being used to buy in large amounts of the deben- 
E tures, available at large discounts. 
a 15.0°; 1.86°; 2.65(a) 2.46(a) 16 1.50 Operating revenues gained 4% in 1934 over 1933, but expenses 
—— increased 7.8%. The company is practically an operating company. 
7 NF NF 0.90 0.85 0.88(3) 9 0.80 Rate reduction and increasing tax burdens have been restricting 
progress of earnings recovery. Near term future affected by 
ee T. V. A. competition. 
= 12.3% 2.44°, 2.67 1.99 0.20(2) 13 None Gross revenues reached a new high in 1934, a gain of 6.6% over 
| 1933, but increase in operating expenses and taxes more than 
offset this. Longer term outlook, however, is promising. 
a 15.2°; 1.96°; 0.66 0.46 0.47(2) 5 None Probably the largest electric power company in the world in point 
of output. Aside from the effects of further rate reductions longer 
ren term outlook fair. 
- 19.7% 3.01°; 1.19 1.04 1.07(2) 15 1.00 This holding company controls several groups of compact properties 
. under decentralized management. Outlook encouraging, except 
: for possible effects of administration’s utility reform program. 
=: 18.1% 2.747 1.48 1.52 1.61(2) 21 1.50 Progressive policies and good public relationship have enabled this 
company to report good progress during the past three years. 
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Gross Ratio = Derivation of Gross Revenue——_, Ratio 8 
Plant— Funded Common Operating Com. Stock Rwy. Water, H't, pia 
Company Book Value Debt Stock Revenues Earnings Elec. Gas and Ice Telephone 
(millions) (millions) (shares) (millions) to Gross % % % % Gre 
CE So coca wcaGate cies es eee 227.7 96.1 es 43.6 12.1% 19 81 a tS 18. 
(n. p. 
Peoples Gas, Light & Coke (Chicago)...... 168.1 85.4 676,377 34.6 2.5% oe 100 os a 12. 
($100 par) 
od Le Ae ae 626.5 199.9 "a 120.4 12.9% 54 25 21 5% 17. 
2. p. 
Southern California Edison............... 348.0 137.9 3,182,807 36.3 10.3% 100 Be ate ae NI 
($25 par) 
Standard Gas & Electric.................. 1,058.4 480.5 ei 128.1 d 67 15 16 2 NI 
(n. p. 
ee Eee Pee ec eeiebavais oes 245.7 41.6 7,818,959 25.4 d ; Over 90‘; natural gas . NI 
(Par $1) 
United Gas Improvement................. 606.2 244.4 23,251,750 98.2 28.1 76 19 3 2 y 
(n. p.) : 
United Light & Power.................... 450.0 263.4 2,405,332 73.9 d 47 41 7 5 15. 
Cl. A (n. p.) 
Utilities Power & Light................... 241.7(e) —-188.4(e) _ 1,642,989 49.9 d 78 19 ae 13. 
Cl. A ($1 par) 3% 








Telephone & Tele | gra 

















Ratio Com. _ Ratio of ee 

Company Funded Common Gross Earnings Maint. and Deprec. to — 

Plant Debt Shares Revenues to Gross Gross Plant 193 

Oo eee eee 4,243.2 1,038.8 18,662,275 884.5 12.7% 37.0% 7.68% “a 

(par $100) 9 

International Tel. & Tel.................. 410.1 192.9 6,399,002 79.3 2.6% NF ~ NF ——_— 

(n. p.) def. 0 

Western Union Telegraph................ 334.9 106.5 1,045,279 87.2 2.6% NF NF TO 
($100 par) ef. 








Management and Miscellaneous Hold ing 
























































Funded Preferred Commoa —. 
Company Assets Debt Stock Stock —— 
(millions) (millions) (Shares) (Shares) 

American Cities Power & Light........................0008 14.0(m) none 154,222 $3 Cl. A 2,908,486 Cl. B 1 
($55 liq. value) ($1 par) 0 

ee NE a hick bsme sexe Sasa soo 6 oer 28. 4(m) none 254,190 $6 ist Pfd. 8,293,005 
(7) 235,207 $6 Pref. (n. p.) 
on 1: 
Se So, ons ac owns San wsk bec od uu 67. 9(q) 37.7 163,640 7% & 6% 10,125,876 a 
‘d. ($1 par) Bon 
46,974 Conv. Pfd. 4 
RI, ME NI oso ts ig a5 wis laysiss vel cra win bane @ nioreed BAN 552. 0(q) none 300,000 $5 Pfd. 5,267,147 ea 
1,155,655 $6 Pfd. (par $5) 0. 
ND NUINOEIEG 5 oo onis boobs bcick owseseaee cnc dees 84. 7(q) (8) 9.4(8) 657,443 shs 5,961,904 Cl. A 7 
Combined Pfds. (n. p.) 0 
on 
EE oy oan s ia bk scueeseean been waa eb. 71.9(q) none none 2,104,391 ee 
(n. p-) def. 
on accu wie. slepremhnne 139.2(m) none 2,489,065 14,531,197 ee 
$3 Preference ($5 par) 0. 
(1)—12 mos. ended June 30, 1934. (4)—3 mos. ended Mar. 31, 1935. (7)—As of April 20, 1935. a = 
(2)—12 mos. ended Mar. 31, 1935. (5)—12 mos. ended April 30, 1935. (8)—As of Dec. 31, 1933. (d 
(3)—12 mos. ended Feb. 28, 1935. (6)—12 mos. ended Sept. 30, 1934. (a)—Distributable on the Class A and Class B shares. (e 
a ——| 
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of Leading Public Utility Companies (Continued) 









































Tt Ratio of Maint. & Deprec. to Common Stock Earnings 
fay eae = Recent 
Plant Latest Price of Common COMMENT 
Bh Gross Value 1933 1934 1935 Common Dividend 
18.0% 3.46% 3.28 2.72 3.27(2) 31 2.40 Greater use of gas in house heating due to somewhat lower tempera- 
tures this winter has boosted net earnings. Company has a large 
~ £p industrial gas load in the Los Angeles area. 
12.8% 2.62% 2.90 1.28 0.75(2) 31 None Dividend resumption possibilities obscured by possibility of addi- 
tional large tax burdens. Gross revenues in 1934 gained 10.1% 
os over 1933, gain representing chiefly industrial load. 
17.1% 3.29% 3.00 2.82 aap 33 2.40 Company operates in a highly industrialized and compact territory, 
and enjoys llent 4 t. Earnings have resisted effect 
= " ‘ of gradually increasing expenses. 
NF NF 1.32 1.17 1. 22(2) 16 1.50 Current earnings rate lower than dividend rate, indicates possibility 
of a downward adjustment. The nearer term outlook, however, 
a = _ is moderately favorable. 
NF NF A 4.60 — Pyramided holding company structure with large but scattered 
on $7 Prior on $7 Prior eens 4 None groups of properties. The net in 1934 declined to point where $7 
a _ Pref. Pref. prior srelertane dividend was only partly covered. 
NF NF 5.04 1.61 1.65 2 None Industrial as well as general recovery in the Southwest has led to 
on ist Pfd. on 2nd Pfd. on 2nd Pfd.(3) rapid recovery in earnings, but these have not yet reached the point 
where anything is available on the common. Arrears on Ist pre- 
=< ; ferred amounted to $16.38 on Mar. 31, 1935. 
12.0° 1.95% 1.24 1.19 1.17(2) 13 1.00 A soundly intrenched holding company, with able management and 
sound finances. Net earnings resisting influences of higher ex- 
penses, and still provide a reasonable margin over dividend require- 
— ments on the common. 
15.3% 1.87% 2.52 1.64 1.28 1 None Both the parent company and the omer | subsidiaries have 
on Pfd. on Pfd. on Pfd.(2) effected considerable improvement in ncial conditions. Heavy 
senior capitalization makes junior securities particularly susceptible 
it to conditions affecting utility operations. 
a 13.8% 2.06% 2.43 2.53 iia 1% None’ This system’s extensive holdings of utility a in Great 
on Pfd. on Pfd.(1) Britain lend speculative possibilities to the Preferred and Cl. A 


— stock. The heavy capitalization, however, is a severe handicap. 
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0 Earned per Share of Common Recent 
Latest Price of Common COMMENT 
— 1932 1933 1934 1935 Common Dividend 
5.96 5.38 5.96 5. 80(2) 121 9.00 Telephone installations have been gaining gradually over the past 


year and one-half. Consolidated earnings affected by continued 

large losses in Western Electric Co., manufacturing subsidiary. 

io Strong financial position. 

def. 0.61 0.11 0.32 eae 8 None Encouraging gains in telephone installations abroad. Would have 
shown 80 cents a share earned if losses of Postal Telegraph and 

a oy Cuban Telephone Co. were eliminated. 

def. 0.81 4.17 2.14 1.77(2) 30 None First quarter 1985 showed sharp drop from 1934 period—16 cents 
net per share against 63 cents. Gross earnings of moderately, 
but expenses, especially wage bill still up. An issue of $15,000,000— 

= 6!4% bonds matures July, 1936. 
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——_——_—_——Earned per Share C Recent Common 
-— Latest Price of Dividend COMMENT 

1933 1934 1935 Common 

0.01 0.12 aes 3 0.40 About 42% market value of portfolio consists of North American 
common stock; the remainder a diversified list. 1934 year end 

~~ liquidation value per share of Cl. A stock was $90.51 and on Cl. B 
ne $1.88 a share. 

2.00 1.29 0.56 14% None Had over $11,000,000 cash or U. S. Govt. securities, or about 40% 

on ist Pfd. on 1st Pfd. on 1st Pfd. of market value of assets April 20,1935. Investments chiefly in 
— Jan. 1 to Apr. 20 utility securities. About $112 market value of assets per share 
ones 1st Preferred. Common stock chiefly a leverage proposition. 
Bond int. Bond int. Chief holdings consist of North American common, Am. Cities 
covered covered Power & Lt. Cl. B stock, and Electric Shareholdings common. No 
me 0. 66x 0. 42x ere 4% None liquidating value left for pfds. or common—equal to about $500 per 
ee $1,000 bond. 

0.44 0.21 ae 8 None Investment in Am. & Foreign Power is largest stake of company» | 
but also has majority of El. Power & Lt. common as well as dominat- | 
ing interest in United Gas, Am. P. & Lt. and Nat’! P. & Lt. Tre- 

sists mendous leverage for common if holding companies are permitted 

_ to survive. 

0.06 def. 0.30 See 4% None Chief stake is mostly in junior securities of Associated Gas & | 
on Pfd. on Pfd. Electric, by which it is controlled. Also owns some operating } 
_ property. Outlook depends chiefly on future of Associated Gas } 
— ——— ; & Electric. | 
def. 0.04 0.04 Pe 5 None Chief investment is in Engineers Public Service, of which about | 

91% of common stock is owned, and over 94% of stock of Sierra 

— Pacific Electric Co. General utility outlook dominates future of 
ae ae ; company. | 

0.24 0.17 ee 3 None Financial position strengthened during 1934 by complete elimina- | 

ay tion of $5,000,000 bank loans. Current liquidating value of port- | 
—— folio only slightly above nominal par ($50) on preferred. 

= | 

(d)—Deficit. ‘ : (§)—Applicable earnings. (q)—Investments valued at cost or book value. | 

(e)—Excludes English properties. (m)—Market value Dec. 31, 1934. NE—No figures available. | 


(x)—Times Earned. 




















for JUNE 8, 1935 




















St. Paul Proposes Recapitalization 


Of more than passing interest to the 
thousands of holders of the securities 
of the Chicago, Milwaukee, St. Paul 
& Pacific Ry. is the proposed plan for 
revamping the company’s 





Market. Indicators 





For 


do with an issue in an official capacity 
would find himself deluged with civil 
suits for damages based upon some 
trivial mistatement or omission in the 
registration form. Though one admits 
that new issues have not been too 


Profit 


the packing industry as a whole sus 
tained enormous losses. It seems now, 
however, that the combined influence 
of the drought and the Government's 
slaughtering programs have rather 
over-reached themselves in bringing 

about rising quotations: In 








capitalization. It is quite 
drastic, although not unneces- 
sarily so, for a great deal of 
money has been lost in the 
past few years. For 1934 the 
road reported a deficit of 
more than $7,000,000 after 
charges, while an additional 
$5,500,000 was lost in the 
first three months of the cur- 
rent year. The plan calls for 
giving holders of the present 
common stock one share of 
common for each three shares 
held; for giving holders of 
the preferred one share of 
common for each share of 
preferred; for giving: holders 
of the adjustment bonds pre- 
ferred stock of equal par 
value; for giving holders of 
the 50-year 5% mortgage 


ten shillings. 


for years to figure it. 
tled and, in addition, she was given change of more 
than twenty-two shillings with a courteous smile. 
She still thinks there’s something “phoney” about the 
whole business, and we think maybe she’s right. 


Currency—Modern Style 


The London Times reports an amusing little inci- 
dent which illustrates perfectly the confusion which 
exists in the minds of most of us over the business 
of abandoning gold. It seems that there was an old 
native of Natal who had run afoul of the law in some 
minor way. Haled before the court, she was fined 
After the usual violent protests, the 
old lady tendered in liquidation thereof, a gold sov- 
ereign, or twenty shillings as she had been taught 
Her ten-shilling fine was set- ly. 


New York, housewives are 
campaigning for 24-cent a 
pound meat, a reduction of 
10 cents from current levels. 
Stores are being picketed 
and it is reported that three 
or four thousand have been 
closed, or were doing no 
business if open. The big 
packers, Swift, Armour, 
Cudahy and Wilson report 
but once a year, at the end 
of October, so that there are 
no concrete figures as to how 
they have been doing recent: 
It is believed, however, 
that so far in their current 
fiscal year profits have been 
reasonably well sustained be- 
cause the rise in prices has 
offset the loss in volume. 
Nevertheless, if what is hap’ 





bonds income bonds of equal 
par value; while holders of 
the general mortgage bonds will be un- 
disturbed, except that they will receive 
only two-thirds of the interest due 
them on a fixed basis, the other third 
being dependent upon earnings. Cer- 
tain sectional underlying bonds would 
not be disturbed in any way. A re- 
duction in capitalization, of course, is 
always unfortunate but when, as in 
this case, there appears not the remotest 
likelihood of the property's earnings be- 
ing able to support the existing set up, 
reduction is the only course. 


* * * 
Fears That Proved Unfounded 


Perhaps the principal opposition to 
the Securities Act of 1933 on the part 
of the financial world was founded in 
fear that anyone who had anything to 
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plentiful over the past two years, never- 
theless a fair number have been floated 
and it is a significant fact that civil 
suits against issuers, underwriters, deal- 
ers or directors have been conspicuous 
by their almost complete absence. This 
is most constructive and undoubtedly 
has played a part in the accelerated is- 
suance of new securities which has 
been seen recently; it will be surprising 
if the movement does not gather still 
greater momentum from this point. 


* ok * 
High-Priced Meat Brings Boycott 


“When meat prices rise packers 
make money” has been a saying almost 
invariably true in the past. It worked 
out in 1933 and 1934, following a long 
period of declining prices during which 


pening in New York spreads 
to the meat-consuming pub 
lic throughout the country, the pack: 
ing industry is going to spend some 
unpleasant months. 


* * * 
Tool Business Better 


Since the middle of last summer a 
steady improvement has taken place 
in the business of those manufacturing 
tools, machines and instruments of 
many kinds. This covers, of course, 
an exceedingly broad field and, as most 
of the companies in it are specialists 
in a small section, their stocks are not 
particularly well known to the public. 
It might be worthwhile to become bet’ 
ter acquainted with one or two of them. 
There is, for example, Cutler-Hammer, 
a manufacturer of all kinds of electrical 
control apparatus for motors, machine 
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The Stockholder 





and Income 


tools and elevators; the company manu- 
factures rheostats, safety switches, mag- 
netic clutches and many allied prod- 
ucts. It has customers in more indus 
tries than one can name in this column. 
Following operating losses in 1931 and 
1932, the company turned in a small 
operating profit for 1933 and a net 
income equivalent to 20 cents a share 
for 1934. No figures are available for 
this year so far, but sales are up sub- 
stantially and profits undoubtedly are 
higher. 

The stock of Niles-Bement-Pond is 
to be found on the New York Curb. 
The parent company’s business is 
mainly small tools and gauges, although, 
through its subsidiaries, it is interested 
in hoists and other heavy machinery. 
The company earned money last year 
—14 cents a common share—as against 
a substantial loss in 1933. Northwest 
Engineering Co., whose stock also is 
on the New York Curb, manufactures 
shovels, cranes and other excavating 
and dirt moving equipment. 


than in the corresponding period of 
1934; it should register even greater im- 
provement if, as is expected, the present 
upturn in residential construction gath- 
ers momentum. For the company’s 
fiscal year ended last August, earnings 
were equivalent to $5.27 a share of 
common stock; the report this coming 
August undoubtedly will be even more 
gratifying. Loew’s currently is doing 
well on better motion picture theater 
attendance. Earnings for the twenty- 
eight weeks ended March 14, 1935, 
were equal to $2.64 per share of com- 
mon stock. 


ok * * 
The Railroads 


The first seventy odd first class rail- 
roads to report for April turned in 
statements which were highly gratify- 
ing to their stockholders. In the aggre- 
gate both gross revenues and net oper- 
ating income were better than in the 






















ruptcy. Certain it is at any rate that 
the Supreme Court’s invalidation of 
the N R A codes will aid them. It has 
been estimated that these codes cost 
the roads between $100,000,000 and 
$200,000,000 annually. The reduction 
in this additional expense will not, of 
course, be felt immediately, but over 
a period of months the railroads un- 
doubtedly will have important cause to 
thank the Supreme Court for its per- 
formance May 27, 1935. 


*x * * 
Aircraft 


Until the pending legislation on air 
transportation is out of the way, or 
in any event until it takes more defi- 
nite shape, a non-commital attitude to- 
wards the stocks of companies in this 
section of the industry appears to be 
the better part of valor. However, it 
is to be noted that air traffic is up and 
that there seems to be a disposition on 

the part of Washington to 





deal less harshly with the 





With all the public works 
activities that are planned, 
together with the indica- 
tions that are being received 
to the effect that private 
heavy construction is show- 
ing more signs of life, the 
company’s business should 
register improvement over 
the barely profitable basis 
of 1934. The entire funded 
debt has been called for re- 
tirement July 1 of this year. 





x * Pacific Gas & Electric....... June 12 Less than regular 3714 cents. 
EON v6. 46-000s ke cewne June 10 More than usual 75 cents. 
Fu rther . United Shoe Machinery...... June 12 More than regular 6214 cents. 
er A dvices Westinghouse Air Brake..... June 14 Regular 12% cents. 


Both Sherwin - Williams 





Company 


Am. Brake Shoe & Fdry..... 
Brooklyn-Manhattan Transit. . 
Cream of Wheat.....0..cccce 
Cudahy Packing... .......00¢ 
Glen Alden Coal............ 
REO CHM 6 6 bc ece ss seo 
po Be er 
National Cash Register...... 
NN ONO onc o's 00 005 6 ees 


Coming Dividend Meetings 


Approx. Probable Action 
Date (on the common) 
Air Reduction....... ..... June 12 More than regular 75 cents. 


June 11 
June 17 
June 12 
June 20 
June 18 
June 11 
June 12 
June 18 
June 12 


Usual 75 cents. 
Regular 6214 cents. 


Regular 75 cents. 
Usual 50 cents. 

Usual 121% cents. 
Regular 15 cents. 


More than regular 20 cents. 
More than regular 50 cents. 


Regular 25 cents and extra. 


business, if only because an 
aircraft industry active and 
prosperous in all its 
branches is a national asset, 
outweighing minor consid- 
erations of political expedi- 
ency or a wasted dollar or 
two of government money. 
Less obscure is the outlook 
for airplane builders; the 
prospect for army and navy 
orders is good, while real 
governmental efforts are 
being made to sponsor the 
development of an inexpen- 
sive, fool-proof plane for 
general public use. Among 














and Loew’s which were an- 
alyzed and recommended 
for later purchase in our issue of Janu- 
ary 19, 1935, may in our opinion be 
purchased now for income and price 
appreciation. Currently, the business 
of Sherwin-Williams is understood to 
be in the neighborhood of a third better 
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same month of last year and only 
slightly below the good showing of 
March, 1935. It may be that at last 
the railroads of the country are to 
begin the long upward climb from a 
point in dangerous proximity to bank- 


the companies which might 
be considered there is Boe- 
ing Airplane, manufacturer of army, 
navy and commercial planes, no motors, 
but other instruments and accessories; 
Consolidated Aircraft on the New 
York Curb, whose principal activities 
(Please turn to page 210) 
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INTERNATIONAL CEMENT upor 
‘ equa 
plan 
tc 
fact 
° ry Inte 
Should Benefit From Broadening = 
Frei 
Demand 
high 
turit 
Prospects Brighter for Leading aver 
valu 
Manufacturer of Portland Cement thir’ 
to c 
bran 
chas 
By Epwin A. Barnes the 
Nev 
the 
. facti 
LEADING company ina fj i] against foreign invasion by a he \ 
depressed industry—but ae | tariff of 23 cents a barrel. As or ¢ 
one which is looking Highlights of International | far back as 1890, cement was mee! 
hopefully toward the future. GC protected by a tariff of 30 cents it ci 
A company with ded a i 
pany 1 an extende a barrel and during the period cent 
record of profitable operations, Mumber of Plamts.......00+-ssessssessecceeers 14 from 1913 to 1930 there was plan 
marred only by the severe de- Annual Capacity...........0.20000% 24,000,000 bbls. no tariff at all. The years Thi 
pression in the heavy industries, f) Funded Debt................--..+0-- $17,995,500 (| however, when foreign cement over 
and nothwithstanding the great SIREME PORES in 9 15:5 noo sv swe enews wmio’ 636,978 shs. had ou rein were the years mee 
excess of Capacity in the ce- Pe EE << o sb spas wees see huwwe $12,990,308 when demand climbed steadily the 
ment industry and the menace a eee eer re $1,279,528 higher and a good portion of low 
of foreign competition. Thus, OMENS SORIA oo Ss os os os cutee Wivin ee ots $11,710,780 the industry was able to thrive and 
might International Cement be Earned Per Share 1932..........+.seeesee: $2.25 With rising demand, on the one plat 
superficially described at the _ 1988. .......eseeeeeeees. 4-0.16 hand to encourage enlarged pro- prir 
present time. With a record p 1984... ..cccsccecseceees 1.04 ductive facilities and with a an 
that has been better than that ee 1985*.. 2.0... cesses 0.18 protective tariff, on the other adv 
for the industry as a whole, the Dividend .........0.0sseeeeeeeccccceceees 1.00 assisting the marginal companies 7 
company must be credited in Recent Quotation ............. knpthbeceoas 80 through the years of depression, ing 
full for an outstanding achieve- * 1st quarter. d-deficit. there has been little or no altera- met 
ment, from which nothing can tion in the ability of the indus- is 
be detracted by the fact that it try to produce much more ce- fixe 
was favored by special circum- ment than is likely to be needed gree 
stances, for these circumstances were output in that year reaching the im- for some time. sista 
of its own making. To more fully pressive figure of 169,000,000 barrels. te 
understand and evaluate the position During this period some 100,000 miles Uniform Price and Product mal 
of International Cement, the back- of concrete roads were built, in the ple 
ground of the cement industry itself construction of which about 3,000 bar- Thus, while the cement industry has pro 
reveals much that is significant. rels of cement were used for every mile more than its share of intensive com sim 
. of a two-lane highway. petition, cement has certain character- trer 
Consumption and Productive Capacity Yet during this period of increasing istics, peculiar to itself, which act to bee! 
ro consumption, at no time was the in- prevent this competition from too seri vest 
_ Not unlike other leading industries dustry’s full productive capacity util- ously handicapping the industry. In rou 
in the United States today, the cement ized. At the present time there are six the first place, because of the rigid pac 
industry grew to maturity during the major producers of cement in the standards enforced by the Portland fact 
decade preceding the depression. In United States and more than four score Cement Association, there is for all izec 
1890 the total production of cement of smaller companies, whose activities practical purposes no difference be- pric 
amounted to less than 400,000 barrels, are largely localized. It is particularly tween the cement manufactured by one frei 
but as prejudice against cement as a noteworthy that the productive facili’ company and that of another. Under 7 
suitable material for construction was ties of the industry have grown beyond the circumstances, no advantages can hea 
overcome by its manifest advantages, any demand ever made upon their ca- be claimed for the product of any sucl 
production rose steadily and by 1910 pacity, despite the fact that to become particular company—or at least no ad’ the 
cement had definitely established its a cement manufacturer requires a tre’ vantage which would permit the mak- yea 
position as a staple commodity. Pro- mendous investment in plant and ma’ er to seek and obtain a premium price Itc 
duction in the latter year was 76,500, chinery. Perhaps the answer, partly at for his product. tha 
600 barrels and by 1929 it had prac- least, lies in the fact that cement mak- Whatever advantage a cement manu- of 
tically doubled again, with the total ing is a protected industry—protected facturer can hope to gain will depend “i 
ag 
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upon his manufacturing costs and, of 
equal importance, the proximity of his 
plants to the markets in which he seeks 
tc dispose of his output. This latter 
factor has been particularly helpful to 
International Cement, as will later be 
seen. 


Freight Costs and Fixed Charges High 


The cost of transporting cement is 
high in relation to its actual manufac- 
turing cost. Freight charges on cement 
average more than one-fourth of its 
value and they may be as high as one- 
third and even one-half. With nothing 
to choose between the quality of one 
brand of cement and another, the pur- 
chaser will buy the one that costs him 
the least. For this reason all cement in 
New York City, for example, sells at 
the same price. Should one manu- 
facturer offer cement below the market, 
he would either get all of the business 
or other manufacturers would have to 
meet his price, regardless of whether 
it cost them 40 cents a barrel or 50 
cents a barrel to ship cement from their 


meet competition by selling their out- 
put below cost. 

Thus, in more respects than one the 
cement industry is heavily armed with 
the ammunition of a costly price war. 
Since 1932, however, when a drastic 
price war brought large deficits, the 
industry has maintained peaceful sta- 
bilization, despite the fact that the 
cement code makes no provision for 
price-fixing. 

It is against this industrial back- 
ground, that International Cement has 
attained its prominence and achieved 
for itself a financial record distinctly 
better than that of its principal com- 
petitors and the industry, as a whole. 

Including its foreign properties, In- 
ternational Cement is the second larg- 
est unit in the industry, being out- 
ranked only by Universal Atlas, con- 
trolled by the United States Steel 
Corp. On a strictly domestic basis, 
International would be outranked by 
both Universal Atlas and Lehigh Port- 
land Cement. In all International, in 
its capacity of a holding company, has 
stock ownership in fourteen plants 





eign plants was 52.3% as compared 
with 30.8% for domestic subsidiaries. 
The choice of domestic properties, how- 
ever, has been wisely made and give to 
the company desirable competitive ad- 


vantages. In competing for the New 
Orleans market, for instance, Inter- 
national is the only manufacturer with 
a plant in Louisiana, the nearest com- 
peting plant being some 300 miles 
away in Birmingham, Ala. Some ce- 
ment is shipped into New Orleans by 
competitors, but the proximity of the 
International plant places it in a posi- 
tion to set the price of cement in New 
Orleans and the freight differential 
assures the company a wider margin 
of profit than its competitors. 


Company’s Capacity and Capitalization 


The company’s present capacity of 
24,000,000 barrels compares with 
2,800,000 barrels in 1919. About one- 
quarter of this output is accounted for 
by Cuban and South American plants. 
Each year from 1919 to 1930, inclusive, 
witnessed an increase in the company’s 




































































plants into New York City. capacity; from 1924 to 
This situation prevails all 1925 capacity increased 
over the country and to ‘a Dp 5,000,000 barrels and from 
meet it, it is obvious that no EMENT RODUCTION 1927 to 1928 there was a 
the manufacturer with the 2 x gain of 3,800,000 barrels. 
lower manufacturing costs 160 ae = Lp = 4 Since 1930, however, there 
and, a strategic location of have been no additions to 
plants in relation to the oH I EI HI FE - the company’s producing 
principal markets, will have facilities. 
an important competitive or et rs F : az a In 1928, International 
advantage. Z sold $18,000,000 in 5% de- 
The actual manufactur- S10 ia fe aa | oe —F bentures and $3,500,000 in 
ing cost of a barrel of ce- z common stock, the proceeds 
ment is not known, but it ‘aE EBae aa te ee - of which were used to pur- 
is virtually certain that . chase two additional plants 
fixed charges per barrel are “ee eas ae | ae a 4 7 and retire about $10,000,- 
greater than the operating Sets eR i 000 in preferred stock. At 
cost. Labor is not an im- “TETLEEEL. the present time funded 
portant item in cement RaEeeRe Rea 25 3, = debt stands at $17,995,500 
é cS 20-- — ae 137 3 MOS, : 2 
making; raw materials are EZ MOS, and there are about 637,- 
plentiful; and the whole 000° shares of common 
process is comparatively — i We oe ae ee oe oS ee Oe stock outstanding. 
simple — simple, but  ex- The point has already 
tremely cumbersome. It has been made that the cement 
been estimated that it requires an in- with an aggregate capacity of 24,000, industry requires an unusually heavy 
vestment in plant and equipment of 000 barrels of cement annually. These investment in plant and machinery, 


roughly $2.50 a barrel of annual ca- 
pacity. Consider this in relation to the 
fact that the industry has never util- 
ized its full capacity, and the present 
price of around $2.15 a barrel (plus 
freight) for cement in New York City. 

This large investment in plant levies 
heavily upon earnings for fixed charges, 
such as depreciation and interest, and 
these items must be met year in and 
year out, regardless of sales. Further, 
it costs more to maintain an idle plant 
than an active one and in the late years 
of declining consumption the desire to 
avoid the expense of idle equipment 
has compelled many manufacturers to 
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plants are located in New York, Kan- 
sas, Texas (2), Virginia, Pennsylvania, 
Louisiana, Indiana, Alabama (2), 
Cuba, Uruguay, Argentine and Brazil. 

It is not, however, from its size that 
International derives its strength, but 
from this wide diversification of manu- 
facturing facilities. It 1s the only U. S. 
cement company with foreign subsidi- 
aries and during the past several years 
its various South American properties 
have been much more prosperous than 
those in the United States. Last year, 
for example, all of the company’s 
plants operated at an average of 36% 
of capacity, but the average for for- 


with a consequent heavy drain on 
earnings for interest and depreciation. 
It is interesting to observe this point 
in connection with International 
Cement. 

The company values its properties 
in the balance sheet at some $64,000,- 
000, against which there are deprecia- 
tion, depletion and other property 
reserves of around $28,500,000. in 
1934, the company’s sales totalled 
$13,648,881. Thus the company had 
invested in plant and properties about 
$4.60 for each $1 of sales; in 1933 the 
ratio of plant investment to sales was 

(Please turn to page 214) 
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Sound Stocks With Price Appreciation 


Prospects 


Selected Also from the Stand- 


point of Inflation Protection 


By THe Macazine oF WALL STREET STAFF 


Crane Co. 


Tracing its origin back to 1855, the 
Crane Co. has long been a growing 
and prosperous organization. Opera- 
tions had always produced a profit un- 
til 1931 when the company suffered 
the first loss in its corporate history. 
The real test of corporate strength, 
however, lies not so much in the ability 
of a company to avoid losses as in its 
ability to take them in its stride and 





Earnings Per Share 
1934 1933 Recent Price 
$7.00* 4$1.23 $12 
*Earned on Preferred Stock. 


Div. 
None 








weather a period of business adversity. 
This, Crane Co. has been able to do 
in commendable fashion. 

At the end of 1931, the year in 
which the company’s operations showed 
a loss of $6,149,329 and inventory 
values shrunk $1,836,000, the company 
was well prepared for the lean years 
which were destined to follow. Cur- 
rent assets were more than 10 times 
the amount of current liabilities and 
cash and marketable securities alone 
amounted to around $9,500,000, as 
compared with current liabilities of 
$4,300,000. Despite the fact that 
losses in 1932 were nearly as large as 
1931, and 1933 resulted in a loss of 
nearly $2,000,000, the company suf- 
fered virtually no impairment of its 
financial position. With a profit of 
some $1,000,000 last year, the ratio 
of current assets to current liabilities 
stood at 8.79 to 1, with cash and securi- 
ties of about $10,300,000 and current 
liabilities of only slightly more than 
$4,000,000. 

With a long record of profitable 
operations to its credit, the fact that 
Crane was unable to escape the most 
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recent depression was not due to any 
change in its former policies or a loss 
of competitive advantage. It was sim- 
ply that the company’s activities are 
most prominent in those fields which 
were compelled to bear the brunt of 
the depression—building construction 
and the heavy industries. 

To the average person Crane Co. 
doubtless identifies itself as a maker of 
plumbing and sanitary supplies. This, 
however, only partially describes the 
company’s scope and, as a matter of 
fact, accounts for only 20% of its 
normal business. Other products in- 
clude valves, fittings and appliances for 
conveying and controlling steam, water, 
gas, oil and other liquids and gases; 
heating apparatus, pumps, tools, cast 
iron heating boilers and apparatus. 
These products are used in power 
houses, water works, oil fields, chemical 
plants, etc. Crane products are not 
patented, but have relied for many 
years upon their reputation for qual- 
ity to maintain their competitive foot- 
hold. 

At the present time there are definite 
indications that the company is well on 
the road toward recovery and the cur- 
rent year promises to substantially aug- 
ment orders from sources long dormant. 
For example, the sharp revival in pri- 
vate building in the first four months 
this year was doubtless reflected in the 
business of Crane Co., and with many 
industrial organizations throughout the 
country embarking upon programs for 
plant rehabilitation, demand from this 
— should be considerably revital- 
ized. 

Ahead of the company’s 2,348,628 
shares of common stock are 145,889 
shares of 7% preferred stock and 
$10,778,000 5% notes due in 1940. 
Dividends were recently resumed on 
the preferred shares with the payment 
of $1 and accumulated unpaid divi- 
dends on the senior issue aggregate 
something less than $3,000,000. In 
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any revival of the company’s earnings 
these could be liquidated readily and 
without placing any undue strain on 
working capital. The common shares, 
while admittedly speculative and with- 
out early dividend prospects, commend 
themselves to consideration as an inter- 
esting medium for sharing in the long- 
deferred recovery in the heavier goods 
industries. 


Spencer Kellogg & Sons, 
Inc. 


Spencer Kellogg & Sons is rated as 
one of the leading producers of vege- 
table oils, and is credited with around 
30% of the total production of linseed 
oil in the United States. Other prod- 
ucts include oil cake and fertilizer, 
castor, cocoanut, chinawood, soya and 
foundry oils. Linseed oil, of course, is 
used principally in the manufacture of 
paint and varnish, with linoleum and 








Earnings Per Share 
1934*  1935* 
$1.02 $1.38 

*24 weeks to Feb. 16. 


Div. Yield 
$1.60 46% 


Recent Price 
$34 








printing ink manufacturers taking 
lesser quantities. Other products are 
distributed to a diversified group of in- 
dustries, including food, soap, drug 
and manufacturers of machinery. 
Naturally, with the projection of the 
company’s activities into other fields it 
has become less dependent upon a single 
product and last year linseed oil ac- 
counted for but little more than half 
of net profits. 

While the company’s earnings in the 
past have shown a tendency to fluctu- 
ate somewhat widely, rather than fol- 








Jowing 
nounce 
results 
abnorn 
rose fr 
2. 
1934, 
doubte 
margit 
versiO! 
plied 
profits 
ber 3) 
share 
share 
Whil: 
sidera 
years 
enlars 
activi 
fact 11 
earn! 
Ca 
logg 
stock 
tion. 
tache 
pany 
creas 
ing t 
possi 
As ¢ 
were 
000, 
cash. 
arou 
biliti 
D 
at t 
witl 
24 1 
is Si 
full 
in € 
fact 
of 3 
gen 
dou 
has 
the 
and 
bui 


lev 
tha 
off 
she 
for 
cia 









ings 
and 

on 
res, 
ith- 


end 


ng- 
ods 


@ 










jowing a conventional trend, the pro- 
nounced contrast shown by last year’s 
results with 1933 must be ascribed as 
abnormal. Operating income last year 
rose from $577,547 in 1933 to $1,739,- 
152. Although sales increased 61% in 
1934, a good part of the gain was un- 
doubtedly contributed by the wider 
margin of profit obtained by the con- 
version of low cost inventories. Ap- 
plied to the company’s capital stock, 
profits for the fiscal year ended Septem- 
ber 30, last, were equal to $3.01 a 
share as compared with 98 cents a 
share earned in the 1933 fiscal period. 
While last year’s showing was con- 
siderably above the average for the 
years prior to the depression, the more 
enlarged scope of the company’s present 
activities may be balanced against this 
fact in any consideration of prospective 
earning power from this point on. 

Capital structure of Spencer Kel- 
logg is simple, the 500,000 shares of 
stock comprising the entire capitaliza- 
tion. Some significance may be at- 
tached to the recent action of the com- 
pany in obtaining authorization to in- 
crease the number of shares outstand- 
ing to 700,000, as foreshadowing the 
possible payment of a stock dividend. 
As of February 16, last, current assets 
were reported as being nearly $11,000,- 
000, with more than $1,400,000 in 
cash, as compared with total assets of 
around $20,000,000 and current lia- 
bilities of $1,993,263. 

Dividends are currently being paid 
at the rate of 40 cents quarterly and 
with earnings of $1.38 a share for the 
24 weeks ended February 16, 1935, it 
is safe to assume that results for the 
full current year will be considerably 
in excess of dividends, so much so, in 
fact, as to give weight to the possibility 
of an increase in the basic rate, or a 
generous extra. The company is un- 
doubtedly feeling the stimulus which 
has been given to the paint industry by 
the marked increase in private building 
and the sustained activity in home and 
building rehabilitation. 

The shares are reasonably priced at 
levels around 35 and even in the event 
that earnings show a tendency to level 
off somewhat below the 1934 level, the 
shares invite favorable consideration 
for income and moderate price appre- 
ciation. 


National Acme Co. 


The shares of National Acme derive 
their principal appeal at this time from 
the definite indications of a revival in 
the machine tool industry. Scores of 
companies in every major industrial 
field have already announced their in- 
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tention of engaging in extensive replace- 
ment programs which, aside from be- 
ing encouraged by the more generally 
improving business prospect, have after 
six years of retrenchment become a 
virtual necessity. This development 
promises to find marked reflection in 
the earnings of representative makers 
of machinery and machine equipment 
—-as, indeed, it already has. 

National Acme, an old established 
organization, manufactures single and 
multiple spindle automatic screw ma- 
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chines, turret lathes and chucking ma- 
chines. Of lesser importance, but serv- 
ing to round-out and diversify its prod- 
ucts, are such items as screw machine 
products, threading tools and general 
contract manufacturing. While the 
users of these products include many 
industries, National Acme finds its 
principal outlet in the automobile in- 
dustry, although demand from other 
sources has been unduly depressed by 
the adverse events of the past five 
years. This is also true of foreign 
sales, which normally account for 
around 20% of the company’s total 
business. 

Reflecting the marked recovery of the 
automobile industry last year and the 
important savings effected by a con- 
solidation of manufacturing activities 
in a single plant, the company was able 
to report the first profit since 1930. 
Net income for 1934 totalled $140,329, 
zs compared with losses of $311,057 
and $895,458 in 1933 and 1932 re- 
spectively. With the turn for the bet- 
ter in the company’s earnings, finan- 
cial position has been improved. Cur- 
rent assets of $3,021,000, at the end 
of last year, were more than 17 times 
current liabilities of $170,000, and 
working capital was more than sufh- 
cient to meet the proviso incorporated 
in the indenture of the $1,766,500 
first mortgage 6's to the effect that 
working capital must equal 150% of 
the outstanding bonds before dividends 
can be paid on the common stock. The 
latter, outstanding in the amount of 
500,000 shares, is the only issue of 
stock. 

For the initial three months this 
year, the company reported earnings 
equal to 7 cents a share on the stock, 
as compared with 12 cents in the same 
months last year. Assuming, however, 
that the company obtains its normal 
share of new business which should be 











increasingly effective in subsequent 
months, results for the full year should 
improve upon 1934.. The shares, of 
course, can only be endorsed upon a 
speculative basis, but in relation to 
longer term prospects prevailing quo- 
tations may well provide a profitable 
cpportunity for commitments. 


Pure Oil Co. 


Last year, the Pure Oil Co. suf- 
fered the first loss in its history. At 
that the loss was less than $1,000,000 
and the company’s record in the face 
of the many vagaries which have char- 
acterized the oil industry is scarcely 
marred by the “red ink” showing for 
1934. Costly price wars in the com- 
pany’s marketing territory were largely 
responsible for the loss last year and 
with this factor in mind, the greatly 
improved statistical position of the oil 
industry at this time acquires added 
significance. Gasoline prices have been 
rising steadily for about two months; 
stocks on hand are sub-normal in rela- 
tion to peak consumption likely to be 
experienced this summer; and it is defi- 
nitely possible that an advance in crude 
vil prices will be forthcoming in the 
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near future. These conditions in- 
evitably will redound to the benefit of 
Pure Oil. 

The company is identified promir 
nently with all of the major phases of 
the oil industry. An extensive group 
of service stations market Purol prod- 
ucts in the Southwest, Mid-West and 
Atlantic Seaboard sections, and last 
year the company marketed over 500,- 
000,000 gallons of gasoline and a sub- 
stantial volume of other petroleum 
products. In the matter of crude re- 
serves, few companies are better situ- 
ated than Pure Oil and in relation to 
its refining and marketing requirements, 
the company’s reserves are reputed to 
be the largest in the industry. De- 
velopment projects undertaken last 
year were highly successful and added 
substantially to underground reserves. 
Total reserves at the end of 1934 were 
computed at from 300,000,000 to 400,- 
000,000 barrels and are carried on the 
company’s books at a little more than 
$30,439,637. Arbitrarily allowing 50 
cents a barrel for these reserves (crude 
is currently priced on the average of 
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$1 a barrel) and figured on the basis 
of 350,000,000 barrels in reserve, this 
supply of oil would, after allowing for 
all of the company’s preferred stock, 
funded debt and bank loans, have a 
value of more than $33 a share for the 
common stock. 

High in asset value and devoid of 
current earning power would broadly 
describe Pure Oil common stock at 
this time. Capitalization consists of 
$28,500,000 funded debt, $30,000,000 
preferred stocks and 3,038,370 shares 
of common stock. Obviously, this is a 
topheavy set-up which, while impart- 
ing an important leverage factor to 
the common stock in a period of rising 
profits, the company has found it to be 
a decided disadvantage in a period 
of restricted profits. It is safe to as- 
sume, therefore, that the company has 
given some consideration to the possi- 
bility of taking advantage of current 


market conditions and low interest 
rates for the purpose of revising its 
capital structure along lines more 


readily supportable. 

Of the $28,500,000 5'4% notes out- 
standing, $13,000,000 are due in 1937 
and the balance in 1940. The opera- 
tion of a heavy sinking fund will re- 
tire $1,000,000 of each issue annually 
prior to maturity. Heretofore, the 
company has met sinking fund require- 
ments by the purchase of the notes in 
the market at a discount but at the 
present time both issues are quoted 
above their call price and sinking fund 
requirements this year will have to 
be met by redemption by lot. 

There are three classes of preferred 
stock: $13,000,000 of 8% preferred 
stock, $16,764,000 of 6% preferred 
and $236,000 of 514% preferred. 
Both the 8% and 6% issues are re- 
deemable at $110, while the 544% issue 
is non-callable. No preferred divi- 
dends have been paid since 1933 and 
accumulations now total around $4,- 
500,000. 

In so far as the note issues are con- 
cerned, Pure Oil would doubtless have 
no difficulty in arranging a refunding 
operation which would effect a con- 
siderable savings in interest charges. 
Moreover, the company has authorized 
and unissued a $60,000,000 issue of 
preferred stock which it is free to mar- 
ket with a dividend as low as $5. As 
a conjecture, it is possible that the 
company may elect to retire the 8% 
preferred and provide for all preferred 
accumulations by the sale of 6% pre- 
ferred shares. 

Just how imminent these develop- 
ments may prove to be is indeterminate. 
In the meantime, however, the com- 
pany is in a comfortable financial posi- 
tion and the trade prospect is assur- 
ing. Participating in the situation 
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through the medium of the common 
stock is, of course, a speculative ven- 
ture, but one which appears worthy of 
more than passing attention, as a longer 
term proposition. 


Reynolds Metals Co. 


Reynolds Metals Co. recently 
achieved the distinction of being one 
of the first companies able and willing 
to raise new capital after an extended 
dearth of this type of financing. The 
company sold a $5,000,000 issue of 
54% preferred stock, the proceeds of 
which will be employed in financing 
several new ventures which the com- 
pany has undertaken. Quoting the 
company’s president, “We have a num- 
ber of new developments which might 
surpass the volume of our metallic foil 








Earnings Per Share 





1933 1934 Recent Price Div. Yield 
$1.51 $1.71 $21 $1.00 4.4% 
business. One of three new products 


alone could possibly require as much 
capital as we are now raising.” 

This official reference to new prod- 
ucts doubtless embodies, in part at 
least, the recent extension of the com- 
pany’s activities into the manufacture 
of building materials. Of these, the 
principal item at this time is an alumi- 
num foil insulation, which because of 
its shiny finish reduces the transfer of 
heat by radiation. The company has 
also developed a new type of sheath- 
ing insluation for pipes, as well as a 
wall-paper with insulating properties. 
Further, the company is understood to 
be investigating the adaptability of a 
foil-covered metal in house construc- 
tion, which would be fireproof as well 
as insulating. Two of the company’s 
subsidiaries engage in the manu- 
facture of various types of temperature 
control equipment. 

These are all new developments 
which may in time change the basic 
nature of the company’s business which 
is the manufacture and sale of foil, 
used principally for packaging purposes. 
The tobacco industry, particularly the 
cigarette makers, is the principal cus- 
tomer, while other outlets include the 
liquor industry, candy makers and 
other food products. Formerly de- 
pendent largely upon the tobacco in- 
dustry, business from this source, with 
the development of new products has 
dropped to 30% of gross. 

The new preferred stock, a small 
amount of mortgages and 960,322 


shares of common stock make up the 
capital structure of Reynolds Metals, 
More than half of the common stock 
is owned by the U. S. Foil Co. Lag 
year, the company earned for its com- 
mon stock an amount equal to $1.71 4 
share, comparing with $1.51 in 1933, 
Actually per-share earnings do not re. 
tiect fully the extent of earnings re- 
cuperation last year for the reported 
results are after unusually heavy ex 
venditures for development and plant, 
As a matter of fact the company has 
operated profitably right through the 
recent lean years and even at the low 
point of 1932, profits equal to $1.13 a 
share for the common, were sufhcient 
to cover the present $1 dividend. 
Already enjoying an established foot- 
hold in its particular field, to a point 
which has permitted it to record con- 
sistent profits in good times and bad, 
Reynolds is now looking forward hope- 
fully to new and larger fields. Pioneer- 
ing new ideas and products the com 
pany may well garner substantial re- 
wards in the future. Its entry into the 
building field has been well timed for 
the building industry not only appears 
on the verge of an important revival, 
but it has shown an increasing disposi- 
tion to experiment with new concep: 
tions of building construction and new 
materials. There is no way to mea’ 
sure the potentialities of these new ven- 
tures which Reynolds has undertaken 
but their speculative promise is un 
deniable. In the meantime the shares 
are reasonably quoted and return a 
fair yield. The obvious need for work- 
ing capital, however, may tend to post- 
pone an early increase in the present 


dividend. 


Amerada Corp. 


Differing from the majority of lead- 
ing companies in the oil industry, 
which during the past decade have en 
larged the scope of their activities to 
embrace every phase of the industry 
from production to the operation of 
service stations, Amerada Corp., has 
steadfastly remained exclusively a pro- 
ducer of crude oil and casinghead gasov 
line. That this has been a sound and 
advantageous policy is indicated by the 
fact that the company has paid its 
stockholders dividends at the rate of 

2 annually without interruption since 
1926. The company’s record in this 
respect is the more noteworthy when 
the many problems and difficulties with 
which the industry has had to cope 
during this period are recalled. 

At the end of last year, Amerada 
Corp., owned full or partial interests 

(Please turn to page 217) 
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Taking the Pulse of Business 


—AIndustry Strives to Avoid Price Cutting 


USINESS activity 
B throughout the coun- 
try since our last issue 
has been much unsettled by 
labor unrest. Threats of a 
strike in the soft coal indus- 
try when the extended wage 
agreement expires on June 
16 have stimulated renewed expansion in output, despite 
the circumstance that stocks on hand are already excessive, 
and this has tended to sustain car loadings. On the other 
hand, strikes in the automobile industry and at West Coast 
lumber plants were responsible for a sharp drop in auto- 
mobile production and for a marked falling off in lumber 
shipments. Changes in other component items are of 
minor character, and the net effect of these three dis- 
turbances has been a decline in our Business Activity index 
to 78.7% of the 1923-5 average, which represents a re- 
cession of nearly seven points from the year’s peak of 
85.6% reached during the closing week of March. The 
cost to the entire country of strikes in major industries may 
be gathered from the fact that each drop of a full point in 
our Business Activity index, at the present general price 
level, means a weekly reduction of about $12,000,000 in 
the national income. During the month of April, which 
witnessed only sporadic strikes of minor character, the 
country’s physical volume of business averaged only a 
shade lower than in March, and was about 214% ahead 
of last year. 
Agricultural districts continue to be the sustaining influ- 
ence in retail trade. The Department of Agriculture’s 
index of farm real estate values has risen to 79% of the 


— Labor Difficulties Cloud Outlook 
— Real Estate More Active 


— Railroads Improve Slightly 


pre-war average. Elsewhere 
unseasonably cold weather, 
strikes, expenditures for auto- 
mobiles and the mounting 
cost of food and rents have 
retarded sales. This is typi- 
fied in the current consum- 
ers’ strike against higher meat 
prices, which has closed so many meat shops in New 
York City. Also department stores in the New York 
Metropolitan area report a 2% decline in dollar sales for 
the first half of May, compared with the corresponding 
period a year ago. As bearing upon consumer purchasing 
power it is worth noting that, while factory employment in 
April was only a trifle better than a year ago, factory pay- 
rolls showed an increase of about 5%. In the durable 
goods industries payrolls were the largest in four years. 

Encouraging evidence of the apparently spontaneous 
revival in demand for capital goods is to be found in recent- 
ly released reports for April which disclose an expansion 
of 40% in machine tool orders over last year and a gain 
of 65% in building permits. Permits for residential con- 
struction jumped 123%. As in former periods of recov- 
ery, the initial expansion in capital goods is being largely 
financed out of idle liquid resources without resort to 
flotation of securities. This observation should tend to 
lessen the disappointment that might otherwise arise from 
an analysis of the figures on new security flotations for 
April which, while revealing a gain of more than 300% 
in the volume of refunding operations, discloses a drop of 
nearly 40% in the amount of new capital raised, as com- 
pared with the previous April. 
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In spite of recent predictions by eminent economists that 
inflation resulting from bank credit expansion will soon 
get under way, the recent price trend remains decidedly 
mixed. High grade bonds continue their moderate recov- 
ery under the influence of an extremely low Cost of Busi- 
ness Credit; but groups which enter into the composition 
of our Common Stock Index have displayed numerous 
cross currents in reflection of varying estimates as to the 
effect upon individual industries of voiding the N R A. 
Retail prices of dry goods and home furnishings are nearly 
4% lower than a year ago; but a net advance of over 6% 
has taken place in the cost of living, owing chiefly to a 
16% rise in food and an 8% gain in rents. 


The Trend of Major Industries 


STEEL—Unceertainties as to maintenance of the present 
price schedule and the fate of the basing point system of 
quotations, now that the code has been voided by the U. S. 
Supreme Court, have led to withholding of orders for all 
but immediate needs, and the steel ingot rate has receded 
to the lowest point of the year. Steel executives are 
disposed to continue code practices on a voluntary basis; 
but fears have been expressed that price fixing may hence- 
forth be banned under the anti-trust laws. In any event 
prospects for the next month or two are none too rosy 
in view of tapering requirements from the automobile, 
refrigerator and other seasonal lines which have passed 
the seasonal peak. Sources of demand which offer the best 
promise of early expansion are agriculture and Federal- 
financed construction. 


METALS—Voidance of the copper code caused heavy 
selling of copper futures on fears that offerings of what 
had been “blue eagle” copper might depress spot prices. 
The Copper Institute, however, has decided to continue its 
code on a voluntary basis and, in view of the heavy demand 
abroad, it is quite possible that abandonment of a pegged 
price may benefit producers here by making it easier to 
adjust domestic quotations to rising European prices, which 
have recently advanced to 8.55 cents. Zinc and lead will 
be little affected directly by the Supreme Court’s decision; 
since the codes for those industries were mainly concerned 
with labor conditions. 


which awaits only the approval of Congress, and the 
amended Connally law prohibiting interstate shipment of 
“hot” oil. There is some fear, however, of unsettlement in 
marketing conditions, in which connection it will be noted 
that crude output during the past fortnight exceeded the 
Federal allowable by a daily average of 67,000 barrels. 


UTILITIES—While many of the utilities have already 
expressed a determination to maintain present wage scales, 
abolition of the codes in other industries may eventually 
result in lower cost of coal and other materials and sup- 
plies; for which more than $334,000,000 were expended 
last year. The N R A decision, following upon David E. 
Lilienthal’s admission that T V A could not compete with 
private distributors of electric power if books of the Gov- 
ernment’s pet “yard stick” were kept properly, has encour: 
aged hopes that the sharpest teeth may be extracted from 
the Rayburn Bill before it is passed and that Congress may 
place obstacles in the path of Government competition. 
Telephone and telegraph companies are still operating under 
the President’s blank labor agreement and plan no changes 
in wages; so that the demise of N R A will affect their 
profits only in so far as it may stimulate or impair general 
business activity throughout the nation. 


RAILROADS-—Investors in rail securities have derived 
cheer from three sources within the past two months— 
first came the increase of $85,000,000 in freight revenue; 
next was the Supreme Court’s invalidation of the Railroad 
Retirement Act, which saved the carriers $60,000,000 
yearly; and now extinction of the industrial codes which 
may save the roads many more millions eventually by way 
of lower prices for coal and other materials and supplies. 
Meanwhile, the first 65 roads to report for April disclose 
that a rise of only 3.9% in gross revenues over last year 
was translated into a gain of 9.1% in net operating income. 


Conclusion 


While business prospects for the remainder of the sec: 
ond quarter are clouded by the possibility of serious labor 
trouble in the soft coal fields and by uncertainty as 
to the fate of “gold bloc” currencies, the present in- 
cipient revival in the 
capital goods industries, 





In fact, price advances 
announced prior to the 
decision are still in 
force at present writ- 
ing. Tin prices, of 
course, are made abroad 
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exchange rates; while 
silver prices, which 
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the second half year. 
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business recovery this 
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Answers to [Inquiries 








The Personal Service Department of THE MAGAZINE OF WALL STREET will answer 
by mail or telegram, a reasonable number of inquiries on any listed securities in which 
you may be interested or on the standing and reliability of your broker. This service in 
conjunction with your subscription should represent thousands of dollars in value to 
you. It is subject only to the following conditions: 


1. Give all necessary facts, but be brief. 
2. Confine your requests to three listed securities. 


2 


envelope. 


3. No inquiry will be answered which does not enclose stamped, self-addressed 


4. If not now a paid subscriber, use coupon elsewhere in this issue and send check 
at same time you transmit your first inquiry. 


Special rates upon request for those requiring additional service. 








B. F. GOODRICH CoO. 

Will you be kind enough to comment on 
the potentialities for B. F. Goodrich com- 
mon shares in the event of a sustained 
market upmove? For purposes of your 
reply, I have 150 shares averaging 14%.— 
H. F. D., Los Angeles, Calif. 

Although B. F. Goodrich Co. enjoys 
a high degree of diversity in the rubber 
industry, its automobile tire division 
remains highly important from the 
standpoint of earnings. Declining de- 
mand, coupled with an over-capacity 
of the industry wrought havoc during 
the early years of the depression. Be- 
ginning in 1933, however, sales showed 
a pronounced improvement and prices 
also firmed measurably. Thus, the com- 
pany was able to report a profit of over 
$2,000,000 for the year, against a loss 
in excess of $6,000,000 for 1932. Last 
year the company showed a profit of 
$2,534,679, equal to $8.61 a share on 
the 7% cumulative preferred stock on 
which no dividends have been paid 
since July 1, 1931. Allowing only for 
regular requirements on the preferred 
stock, these earnings were equal to 41 
cents a share on the common which 
was the best showing since 1929 when 
the equivalent of $4.53 per share on 
the common was reported. Financially, 
the organization remains in good shape, 
although arrearages on the preferred 
stock must be liquidated before any 
consideration can be given to distribu- 
tions on the common. The industry 
is currently entering its heavy selling 
season, insofar as replacements are con- 


cerned, but the outbreak of price re- 
ductions in the face of higher operat- 
ing costs is decidedly disturbing and, 
unless soon remedied, will seriously 
curtail profits. In view of the indi- 
cated upward trend for practically all 
basic commodities, however, tire prices 
sooner or later doubtless will improve 
with a consequent increase in profit 
margins. In the meantime, increased 
automobile production and sales indi- 
cate a sizable improvement in volume 
sales for the tire manufacturers this 
year. While Goodrich, common, is 
obviously highly speculative, the long 
pull potentialities of the company indi- 
cate that the shares will participate in 
any sustained advance of the general 
list and retention of holdings is ad- 
vised. 


AMERICAN MACHINE & 
FOUNDRY CoO. 


will appreciate a word from you on 
the “inflation prospects’ for a company 
like American Machine & Foundry. What 
about its protection possibilities and its 
earnings?—O. S., Binghamton. N. Y. 


~ 


American Machine & Foundry is 
not commonly considered a company 
whose stock would materially benefit 
through any of the so-called “inflation 
prospects.” Even though various pat- 
ents give this company virtual control 
in the field of machinery used for 
cigarette and cigar making, these ma- 
chines are, for the most part, rented 


out on a royalty basis, and the income 
from them, therefore, is on a fixed 
basis. The new high-speed cigarette 
machines, however, are usually sold 
outright, and it has been reported that 
about 95% of all the machine-made 
cigarettes in this country are made 
with the products of this company. 
Earnings of the company depend 
very largely on the tobacco industry, 
and the rapid expansion of cigarette 
consumption over the past fifteen years 
has provided a growing market for 
cigarette-making and cigarette-packing 
machinery. Last year, this company 
reported a net income of $1,110,433 
equivalent to $1.11 a share on the capi’ 
tal stock as compared with a net in 
come of $949,344 or 95 cents per share 
in the previous year. Current assets 
at the year end included slightly in 
excess of $2,000,000 in cash and mar- 
ketable securities and were reported 
at $3,733,320 whereas current liabili- 
ties were only $409,757. The com: 
pany has a small funded debt of about 
$500,000 and 1,000,000 shares of stock 
outstanding. By and large therefore, 
in our opinion, as consumer purchas- 
ing power increases, earnings of this 
company should do better. In addition, 
American Machine has recently entered 
the chemical field through its subsidi- 
ary, the Intermetal Corp. which has 
perfected a patent for a chlorination 
method of refining refractory ores. 
Recognizing the possibilities for expan- 
sion in this field, this patented method 
(Please turn to page 205) 


When Quick Service Is Required Send Us Prepaid a 
Telegram and Instruct Us to Reply Collect 
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THE WEEKLY BULLETIN 


Our weekly bulletin of eight pages is 
mailed every Tuesday. It contains con- 
tinuing tables as to the proper action 
to take on the issues selected by our 
market technicians; also, concise and up- 
to-the-minute reviews of the Technical 
Position of the Stock Market, the Busi- 
ness Outlook and many informative charts 
and tables. Special editions with definite 
recommendations are frequently mailed 
during the week. 














TELEGRAPHIC SERVICE 


Telegraphic Service is available on our 
three active market programs—Trading 
Advices, Bargain Indicator and Unusual 
Opportunities, Clients throughout’ the 
country can act on our recommendations 
within a few minutes after they are 
selected and take advantage of impor- 
tant intermediate swings. No extra 
charge except the actual cost of wires. 
Messages are worded in our Private 
Code and confirmed by mail the same day. 


CONSULTATION 
PRIVILEGES 


Our Personal Service Department will 
make a thorough analysis of your hold- 
ings upon your enrollment and will ad- 
vise you definitely what you would profit 
most by continuing to retain and what to 


close out or switch. During the entire 
term of your subscription we shall be glad 
to have you consult us on any issues in 


which you are interested. 


ARKET REACTION 











offers exceptional new 
opportunities for profit! 


During the present period of correction and consolidation you should 
readjust your security holdings and prepare to profit materially in 
the next stage of market recovery. 


The constantly changing economic picture—the abrogation of the 
NRA with its probable far-reaching legislative and business conse- 
quences, the French financial situation and the many other important 
factors developing—emphasize the need of the definite, complete 
and reliable counsel provided by The Investment and Business Fore- 
cast. 


In serving its subscribers, the Forecast adheres rigidly to a policy that 
has proved successful throughout its 16 years of existence. Every 
client—with a capital of $500 to $20,000—has at his disposal frequent 
and extensive consultation privileges as applied to his market 
position and problems. He has the assurance of knowing that he will 
receive specific recommendations for the advantageous employment 
of his funds and equity being advised what and when to buy and 
when to sell. 


Profitable Months Ahead 


We repeat our forecast of considerably higher prices for selected 
securities over the coming months based on the trend toward in- 
flation, "easy'' money, business improvement and the Government's 
huge spending program. In fact, we assert that another major buying 
opportunity it at hand. 


Place your subscription to the Forecast—today. Let us analyze your 
holdings and tell you what action to take. ee will also 
receive our current recommendations offering quick and substantial 


profit possibilities. 


THE INVESTMENT AND BUSINESS FORECAST 
of The Magazine of Wall Street 
90 BROAD STREET Cable Address: Tickerpub NEW YORK, N. Y. 


I enclose $75 to cover my six months’ test subscription to The Investment and Business 
I understand that regardless of the telegrams I select I will receive the com- 


Forecast. 
($125 will cover an entire year’s subscription.) 


plete service outlined by mail. 
Send me collect telegrams on all recommendations checked below. (Wires will be sent 
you in our Private Code after our Code Book has had time to reach yeu.) 


TRADING Short-term recommendations following important inter- 
mediate movements. Three to four wires a month. 
ADVICES Three to five stocks carried at a time. $1,000 capital 
sufficient to act in 10 shares of all recommendations on 
over 50% margin. 
UNUSUAL ——— ee ——- ae ~_ 
E offer outstanding possibilities for market profit. wo to 
— OPPORTUNITIES three wires a month. Three to five stocks carried at a 


time. $500 capital sufficient to purchase 10 shares of 
all recommendations on over 50% margin. 


Dividend-paying securities entitled to investment rating, 
with good profit possibilities. One to two wires a month. 
Three to five stocks carried at a time. $1,000 capital 
sufficient to purchase 10 shares of all recommendations 
on over 50% margin. 
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Dividends and Interest 





New York Stock Exchange 





GENERAL 


28th Consecutive 


Preferred Stock Dividend 


May 24, 1935 
Directors of General Mills, Inc., announce 
the declaration of the regular quarterly divi- 
dend of $1.50 per share upon the preferred 
stock of the company payable July 1, 1935, 
to all preferred stockholders of record at the 
close of business June 14, 1935. Checks will 
be mailed. Transfer books will not be closed. 
This is the twenty-eighth consecutive divi- 

dend on General Mills preferred. 
(Signed) KARL E. HUMPHREY, 
Treasurer. 








WHY NOT 











DIVIDEND No. 31 


HIRAM WALKER-GOODERHAM & WORTS LIMITED 


Controlling and Operating 
Hiram Walker & Sons Limited (Walkerville) 
Gooderham & Worts Limited (Toronto) 
Hiram Walker & Sons Distilleries Inc. (Peoria) 
and Subsidiaries 
Distillers & Bottlers in Bond 


heres is hereby given that quar- 
terly dividend (No. 31) of twenty- 
five (25c) cents a share has been 
declared on the outstanding no par 
value Cumulative Dividend Redeem- 
able Preference Capital Stock of this 
Company. 

This dividend is payable June 15, 
1935, to shareholders of record at close 
of business May 24, payable in Cana- 
dian funds. 

By Order of the Board, 

FLETCHER RUARK, 
Secretary and Treasurer. 
Walkerville, Can., May 14, 1935. 





THE BELL TELEPHONE COMPANY 
OF CANADA 
NOTICE OF DIVIDEND 


A dividend of one and one-half per cent (1.50%) 
has been declared payable on the 15th day of July, 
1935, to shareholders of record at the close of 
business on the 22nd of June, 1935. 

F. G. WEBBER, 
Secretary. 
Montreal, May 22nd, 1935. 





E, I. DU PONT DE NEMOURS & CO. 
Wilmington, Delaware, May 20, 1935. 

The Board of Directors has this day declared a 
dividend of $0.65 per share on the outstanding $20 
par value common stock of this Company, payable 
June 15, 1935 to stockholders of record at the 
close of business on May 29, 1935; also dividend of 
$1.50 a share on the outstanding debenture stock 
of this Company, payable on July 25, 1935, to 
stockholders of record at the close of business on 


July 10, 1935. 
W. F. RASKOB, Secretary. 
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Complete Investment 


and 
Brokerage Service 


Leaflet explaining Margin re- 
quirements sent on request. 


MCCLAVE & CO. 


MEMBERS 
New York Stock Exchange 
New York Cotton Exchange 
New York Curb Exchange (Associate) 
67 Exchange Place, New York 
Telephones HAnover 2-6220 




















STOCKS — BONDS 
COMMODITIES 


Folder explaining margin req’ ts, commission 
charges and trading units Furnished on request 
Cash or Margin Accounts 

Inquiries Invited 


J. A. Acosta & Co. 


Members 
New York Stock Exchange 
New York Cotton Exchange 
Chicago Board of Trade 
| Commodity Exchange, Inc. 
| and other leading exchanges 


| 60 Beaver St. New York 











OPENING AN ACCOUNT 
Many helpful hints on trading procedure and 
methods in our booklet. Copy free on request. 
Ask for booklet MG6 
Any listed securities bought and sold 


(isHoim & (HAPMAN 


Established 1907 
Members New York Stock Exchange 
52 Broadway New York 




















Odd Lots—100 Share Lots 


ohn M.W. 801 upon request 


ohn Muir&8.¢. 


Established 1898 
Members New York Stock Exchange 


39 Broadway New York 
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Answers to Inquiries 
(Continued from page 200) 





enables different metals to be extracted 
from the same ore by raising the tem- 
peratures used during the extraction 
process. Although we do not wish to 
overremphasize the importance at this 
time of American Machine’s entrance 
into the chemical research field, be- 
cause this end of the business is but a 
small part of the company’s total, never- 
theless, we do wish to point out that 
the future here has marked expansion 
possibilities. Aside from this new field, 
however, earnings from the main divi- 
sion of its business seem ample to pro- 
tect the present dividend and, in our 
opinon, the shrewd management gives 
further long pull protection to those 
interested is the shares of this company. 


ERIE RAILROAD CO. 

1 have 100 shares of Erie RR. com- 
mon averaging 16%. I am-.under no com- 
pulsion to sell should you feel retention 
warranted; but im wew of its lack of 
buoyancy im recent sessions, | am wonder- 
ing if this course is desirable—P. C. J., 
Portland, Ore. 

Under the control of the Van Swer- 
ingen interests, managerial efhciency 
was just becoming evident in the affairs 
of the Erie Railroad Co. as depression 
influences struck the rich industrial sec- 
tions served by its lines. After having 
reached an all time high of $11,677,- 
710 in 1929, equal to $6.04 a share on 
the common stock, after allowing for 
preferred dividends, net receded to 
$4,171,149 or $1.07 a share on the 
common in the following year. By 
1932 revenues had fallen to such a low 
point that ‘only approximately 81% of 
fixed charges were earned in that year. 
1933 witnessed some earnings improve- 
ment due to generally better business 
conditions throughout the territory 
served by the road and fixed charges 
were covered by a narrow margin. 
Last year the coverage dropped to .96 
times due largely to higher operating 
costs and a decline in “other income” 
which represents dividends received 
from investments in the company’s coal 
interests, rent, etc. Although the com- 
pany’s funded debt is heavy, amount- 
ing to about $117,500 per mile, the 
favorable character of the territory 
served should allow the reattainment 
of at least a sizable portion of its for- 
mer level of earnings as general busi- 
ness conditions become more normal. 
In the meantime, the road is faced with 
no insurmountable financial problems 
and with Congress likely to give con- 
sideration to regulation of bus and 
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A Pustic SERVANT OF 
A Great STATE 


Soon the Public Service enterprise will start its thirty-third 
year as the public servant of the great State of New Jersey. 

During the past thirty-two years it has been the constant 
aim of those identified with the electric, gas and transportation 
endeavors to work to the goal that Public Service set for itself 
in 1903—“To develop the State of New Jersey and to make it 
a better place in which to live.” 

Thomas N. McCarter, thirty-two years president of the 
Public Service enterprise, has frequently pointed out that the 
growth and development of Public Service reflects in marked 
degree the progress of New Jersey itself, and that the additions 
to Publie Service facilities are, in fact, additions to the state’s 
resources from which all of its citizens, directly or indirectly, 
benefit. A brief statement of a few outstanding Public Service 
facts should be of interest. 

During these thirty-two years Public Service has expended 
several hundred million dollars in improving and extending its 


electric, gas and transportation facilities. 


It has increased its number represents more than 2,559,- 
of electric meters in service 000,000 cubic feet and _ its 
from 18,262 to 947,159. electric sales for power pur- 


: : yoses now « = 
It has increased its number PSS OW amount to ap 


of gas customers, represented proximately one billion kilo- 


watt-hours per annum. 
by meters, by more than eee Eek ee 


three times. Taxes levied against Public 
And since 1904, the first ~°TY°° by the ae oe 
full year of operation: ernmental bodies were over 
: $223,000,000. 
It has largely increased the ; : 
volume of its annual passen- It has increased ™ ok 
*s many over al- 
ger traffic. nues many times over 
; i 1 though it has reduced its elec- 
It has increased the volume j,i¢ rates eleven times since 


of its annual electric sales by py. cember 1922, representing 


»proximately forty times. ‘ 
— ately forty . a total estimated annual re- 


It has increased its volume duction in revenue of over 
of gas sales by nearly four $9,000,000. 


imes. . +s 
—_— It was serving 115 munici- 


It has built an annual gas __palities in 1903. It now serves 
industrial load from prac- 415 with a population of 
tically nothing to one which _ nearly four million people. 























truck competition, present prices for 
the common stock would seem to liber- 


ally discount the improbability of 
worthwhile earnings thereon for some 
time to come. Thus, if you are in a 
position to assume the obvious risks in- 
volved in a situation of this type reten- 
tion of your holdings is suggested. 


PHILIP MORRIS & CoO., LTD. 

I understand Philip Morris may earn 
from $3.50 to $4 this year. In your 
opinion are earnings like these discounted 
in the present quotations of its stock? Do 
you still think it can be bought for invest- 
ment and income?—A. S. C., Providence, 
R. 1 

In our opinion, a foresighted and 
kindly management is very largely re- 
sponsible for the outstanding success 
which has been enjoyed by this com- 
pany. This is especially true when 
consideration is given to the fact that 
85% of the domestic cigarette business 
is divided between three companies. 
This makes the 300% gain in sales and 
earnings by Philip Morris, Ltd., for 
the year ended March 31, 1935, a 
factor worthy of more than just pass- 
ing notice. In building up this organi- 
zation, the management has impressed 
the entire personnel with a “‘sales” 
viewpoint. The organization as a 
whole from office boy to officers is a 
well developed unit, and acts as such. 
Suggestions are welcomed, and there 
seems to be an absence of politics in the 
entire organization which functions 
harmoniously. As a matter of fact, 
as a result of unified efforts, it has not 
been necessary to cut salaries or wages 
at any time during the depression. 
Probably in very few corporations to- 
day is there in evidence so high a degree 
of personalized loyalty on the part of 
personnel as there is in the Philip Mor- 
ris Co. toward its management and 
especially toward its president. The 
income account for the year-ended 
March 31, 1935, showed a net income 
of $1,556,566 equivalent to $3.75 a 
share on the capital stock as against 
$503,661 or $1.21 for the period ended 
March 31, 1933. As of March 31, 
1935, current assets including about 
$2,000,000 in cash and marketable se- 
curities carried at cost, were $8,383,- 
109 whereas current liabilities were 
$3,677,921. It was further reported 
by Mr. McKidderick, president, that 
bank loans of $2,550,000 which were 
necessary in order to finance purchases 
of certain assets of Philip Morris Con- 
solidated, Inc., and of Continental To- 
bacco Co., had been reduced by $150,- 
000, thus further strengthening the 
company’s position. The company has 
no funded debt ahead of the 415,465 
shares of capital stock and it can very 
readily be seen, therefore, that the 
amount paid out last year in dividends 
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was a very small part of the total earn- 
ings for the year. With Philip Morris 
continuing to show substantial gains in 
each month over the preceding month, 
until it ranks at the present time as the 
fifth largest selling cigarette in the 
country, with “Marlboro,” the com- 
pany’s high priced cigarette also show- 
ing current gains, we feel that these 
shares at current levels should have a 
very worthwhile place in a_ well- 
rounded portfolio—both from the 
standpoint of investment and income 
as well. 


AMERICAN SAFETY RAZOR 
CORP. 


What are your views on the prospects 
for American Safety Rasor Corp. from 
now on? I bought 100 shares on margin 
at 54, and I am thinking of taking up this 
stock for investment and income.—I. L. P., 
New York, N. Y. 


In 1934, American Safety Razor 
Corp. established a record for unit sales, 
and operating income rose to $1,415,- 
584, the highest since 1930, and com- 
pared with $1,315,855 in 1933. The 
net income for 1934 was reported at 
$1,065,234 equivalent to $6.09 a share 
on the capital stock outstanding com- 
pared with $736,219 or $4.21 for the 
previous year. Despite the intense com- 
petition under which this company has 
been laboring for some time, it has 
risen to the second largest domestic 
manufacturer of safety razors and 
blades, and during the depression was 
able to maintain a relatively normal 
market for its products. The company 
has benefited from highly organized 
marketing outlets, and through its vari- 
ous national campaigns for distribution 
of its new “Gem Micromatic” razor 
and blades. As of the year-end, cur- 
rent assets reached the highest level 
since 1928 and were reported at $4,- 
310,758 whereas current liabilities 
were only $535,102. Recognizing the 
intense competition in the industry 
from cheaper lines and price conces- 
sions given by other manufacturers, 
American Safety Razor has maintained 
a sound trade position without resort 
to any such practice and in addition has 
broadened its operations over the more 
recent years to include the fabrication 
of brushes and other allied shaving 
materials. The company has no funded 
debt, and only 174,830 shares of out- 
standing capital stock. While we do 
not look for any more than nominal 
improvement over the medium term, 
as far as earnings are concerned, never- 
theless, the outlook does suggest sus- 
tained demand for this company’s prod- 
ucts and consequently, in our opinion, 
we feel that the issue has worth while 
possibilities for those interested in the 
investment value of its shares. In spite 
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of the fact that at current levels you 
have considerable profit in your hold 
ings, we see no reason for liquidation 
at this time. 


GENERAL CABLE CORP. 


I have 200 shares of General Cable com- 
mon on which I aim now even. I understand 
the company is still operating at a loss, 
but offers “inflation possibilities’: I will, 
therefore, appreciate your advising me if 
further holding is advisable—D, F, 
Savannah, Ga. 


sey 


Manufacturing a broad line of cop- 
per wire and cables, the General Cable 
Corp. was hard hit by the practical ces- 
sation of purchases by the utilities early 
in the depression with the result that 
heavy operating losses have been re- 
ported in each of the past five years, 
Nevertheless, the balance sheet dated 
December 31, last, revealed a strong 
financial condition; current assets of 
$7,925,779, including cash of $1,745,- 
976, compared with current liabilities 
of $917,504. Thus, it is apparent that 
the organization is in a position to 
withstand a period of further losses if 
this is necessary. Judging from recent 
quarterly reports, some improvement is 
taking place in the company’s business 
and with inventories of many of its 
principal customers at.an exceptionally 
low level, returning confidence in the 
outlook for the capital goods industry 
should find reflection in revenues of 
the subject organization. Of course, 
the continued pressure for lower elec- 
tric rates in most sections of the .coun- 
try continues to militate against heavy 
purchases by the utilities, but the con- 
struction industries generally, under 
stimulus afforded by government finan- 
cial aid gives promise of definite im- 
provement over early future months. 
Unpaid accumulated dividends due 
holders of the preferred stock are sub- 
stantial and place the common stock a 
long way from earnings, even granting 
a substantial improvement, but in con- 
sideration of present low quotations 
for the junior equity we suggest reten- 
tion of holdings on a price basis. 


CHILDS CoO. 


I am told that by summer food prices 
will be double those of a year ago. May 
I ask, therefore, how this would affect the 
earnings of Childs Co.; also how vot 
look on this stock, bought at 7, as a@ specu- 
lation?—N. D. G., Cedar Rapids, Towa. 


For the year ended December 31, 
1934, Childs Co. reported a net loss 
of $35,071 which was considerably less 
than the deficit of $223,112 reported 
in the previous year. Although sales 
during the period increased appre’ 
ciably, in spite of higher operating 
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YOUR LONG DISTANCE DOLLAR'S WORTH 







19209 


1930 








FASTER SERVICE 


Ten year's ago, your operator needed (S") | (" 


an average of 7.3 minutes to put 
through a Long Distance call. 





Today, the average waiting time is 
only 1.5 minutes. Nine out of every 
ten Long Distance calls are com- 
pleted while you hold the line. 





Service was more subject to inter- 
ruption by wind, sleet and other 
elements, a decade ago. 











[Ds 


MORE DEPENDABLE SERVICE 


Service interruptions from natural 
causes have been greatly reduced 
by the substitution of cable for 
aerial wire. In 1935, the Bell Sys- 
tem has 12,500,000 miles of Long 
Distance lines in practically storm- 
proof cable. 





MORE TELEPHONES WITHIN 


In 1925 there were 11,500,000 Bell 
telephones and 5,800,000 other tele- 
phones in the United States, Can- 
ada and Cuba to which you could 
be connected. 


REACH 


Now there are 13,500,000 Bell tele- 
phones and 17,300,000 other tele- 
phones in all parts of the world to 
which you can talk. By land lines 
or Bell System overseas service, 
93% of the world’s telephones have 
been brought within reach. 








Athree-minute, station-to-station 
daytime conversation between 
Cleveland and St. Louis in 1925 
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cost $3.10. The New York to Chi- 
cago rate was $4.65; Boston to San 
Francisco $17.25. 













In 1935, the same calls cost: $2.05 
instead of $3.10; $3 instead of $4.65; 
$9.50 instead of $17.25. Since the 
latter part of 1926, a series of reduc- 
tions in Long Distance 
rates has saved many 
millions of dollars a 
year to telephone users. 















on by the company in renovating many 
of its restaurants cut materially into 
earnings. However, in the opinion of 
the management this was necessary not 
only to hold its patrons, but also to 
increase its clientele as time goes on, 
and could be effected more reasonably 
last year than later on because of ris- 
ing prices. At the end of the year 
104 restaurants were in operation, three 
having been closed during the year 
because of unprofitable locations and 
during that same period 27 of the 
older restaurants were remodelled. 
Then, too, liquor sales last year did 
not net the profit which the company 
anticipated because of the higher oper- 
ating costs under various code regula- 
tions. Business in January and Febru- 
ary was somewhat behind the closing 
months of 1934 and resulted in a small 
loss for the first quarter of the current 
year, although with an increase in em- 
ployment and a more free attitude on 
the part of the spending public, the 
company’s earnings should show up 
better. Currently, however, there has 
been a small increase in the menu 
prices to cover some of the increased 
costs of operation and the company, at 
the present time, is embarking upon a 
newspaper advertising campaign, talk- 
ing up the many innovations and 
changes which have been inaugurated 
over the past year. Although we do 
not contemplate any marked spurt in 
earnings over the near or medium term, 
we do feel that over the longer pull 
this company should do better and 
considering the level at which your 
shares were purchased, we see no cur- 
rent reason for taking a loss on them 
through their sale at this time. 


CORN PRODUCTS REFINING CO. 


Please give me your views on Corn 
Products Refining at this time. Do you 
think it now fully discounts further busi- 
ness improvement? I am thinking of buy- 
ing 50 shares, adding to 50 bought at 62%, 
but first I would like your advice—R. T. 
B., Dallas, Tex. 

For 1934, Corn Products Refining 
Co. reported earnings of $3.16 a share 
on the common stock against $3.87 a 
share in 1933 and for the first quarter 
of the current year, earnings of 67 
cents against 74 cents for the first 
quarter of last year. These decreased 
earnings are attributable very largely 
to the lower rate of operations pri- 
marily because of the comparatively 
small “grind” during the first part of 
1934. This was necessitated because 
in the closing months of 1933 the in- 
dustry operated at an unprecedentedly 
heavy rate. Because of the anticipated 
processing tax on corn which did not 
develop, customers were stocking up 
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costs, the modernization plan carried 


in advance, and more recently, the im- 
portation of duty-free tapioca and sago 
starches has been the cause of the low 
rate of operations. Although earn- 
ings are not rising, especially at this 
time, nevertheless, this company is 
strongly entrenched and at the year- 
end, total current assets were $53,798,- 
221 including over $37,000,000 in cash 
and marketable securities (at cost), 
whereas current liabilities were only 
$7,705,195. A world leader in its in- 
dustry, this company enjoys diversified 
markets—about one-third of the com- 
pany’s sales are in the packaged prod- 
ucts sold under various and widely- 
advertised brands, another third of its 
products are sold in bulk in the form 
of various corn derivatives, and its third 
and probably largest outlet is the gro- 
cery trade and manufacturers of con- 
fections. During the last decade the 
company has spread out its interests 
so that it now, through afhiliations, 
operates plants in Canada, England, 
Germany, France, Holland, Argentina, 
and Japan, and through its keen man- 
agement operates its own _ selling 
branches in all of these important coun- 
tries. While the immediate future 
may witness no pronounced rise in this 
company’s earnings, nevertheless, in 
our opinion as industrial recovery pro- 
gresses and consumer purchasing power 
increases, these factors should certainly 
be reflected in earnings of Corn Prod- 
ucts. For the long pull we suggest not 
only continued retention of your pres- 
ent holdings but feel that further pur- 
chases are advisable at current levels. 


LOEW'S, INC. 

Please comment on my prospects as an 
investor in Loew's, Inc., with particular 
emphasis on the possibilities for further 
price appreciation and for increased divi- 
dends.—FE.. W., Bridgeport, Conn, 

The most recent report of Loew’s, 
Inc., is that for the 28 weeks ended 
March 14, 1935, when net profit of 
$4,345,337 was equal, after dividend 
requirements on the preferred stock, to 
$2.64 a share on the common stock. 
This compared with a net profit of 
$3,973,472 or $2.38 a share on the 
common for the like interval a year 
earlier. Results in the second quarter 
of the current fiscal year or for the 16 
weeks ended March 14, last, were 
somewhat below those for the 1934 
period, having amounted to $1.41 a 
common share against $1.44 a share. 
This showing may be accounted for by 
the fact that certain of its feature films, 
including the widely acclaimed “David 
Copperfield” had long showings at pre- 
ferred theaters before being released to 
the trade generally, with the result that 
charge offs against these films were 
excessive in relation to income during 





the period. Nevertheless, the popy 
larity of these films should find fyi 
reflection in the earnings report of th 
company for the 12 weeks ended June 
8 and indications are that an improv. 
ment will be shown over the $1.07, 
share reported for the same period o 
last year. By and large, the motion 
picture industry throughout the coup. 
try seems to be definitely headed toward 
more prosperous times and while cer. 
tain of the sections in which Loew’s js 
heavily concentrated, notably, New 
York City, are said to be showing very 
little growth in box office receipts, fur 
ther trade recovery should find reflec 
tion in the company’s earnings. The 
company’s financial position is said to 
be the best in its history and _ places 
the management in a position to ac 
quire new theater properties as condi: 
tions warrant and to affect a sizable 
saving in interest charges by favorable 
loans at low interest rates. On May 
15 directors of Metro-Goldwyn Pic 
tures Corp., subsidiary, voted to retire 
all of the outstanding preferred stock 
of this company. With sizable savings 
indicated along this line and with the 
company’s current earnings substan: 
tially above the present $2 annual divi 
dend requirements, some increase in 
the present rate seems a reasonable ex: 
pectation and maintenance of your long 
position in the stock is deemed amplv 
warranted, 








Inflation Takes Hold 
(Continued from page 171) 





a level not higher than the average of 
1923-1929 and quite probably some: 
what below it; and that such a rise 1s 
likely to be accompanied by a propor 
tionate, or almost proportionate, rise in 
the average individual income and pur’ 
chasing power. 

Bearing upon this prospect, the rec’ 
ord of what has happened to the dol 
lar’s purchasing power since March, 
1933, is to the point. Considering the 
fanfare of monetary tinkering and the 
artificial influence of N R A within 
this generally inflationary period, it 1s 
somewhat surprising to note that the 
purchasing value of the dollar has de 
clined by only approximately 14 per 
cent since March, 1933, as measured 
by the cost of living index of the Na’ 
tional Industrial Conference Board. 
Taking the 1923 dollar’s purchasing 
value as 100 cents, the dollar's value 
on April 1 in meeting the cost of liv 
ing was 120.2 cents, as compared with 
139.9 cents at the end of March, 1933. 








——_ 





According to the same index, the 
cost of living on April 1 was 83.2 pet 
cent of the 1923 level, as compared 
with 71.5 per cent at the end of March, 
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1933. Two reservations must be noted, 
however, for this index estimates the 
cost of living for wage-earners only 
and in the family budget allows a 
weight of 33 per cent for food and 12 
per cent for clothing. These two items 
have accounted for the larger part of 
the advance in this index. While the 
sharp rise in food prices has unques- 
tionably borne heavily on wage-workers 
and workers of small salary, food prices 
were at a record-breaking low in early 
1933 and even now are lower, in terms 
of the 1923-1929 average, than the 
great majority of finished goods. 
Moreover, wage-workers in particular 
have experienced a recovery in pur- 
chasing power, in the aggregate, ex- 
ceeding the 14 per cent increase in the 
general cost of living. 

For the nation as a whole, the ad- 
vance in living costs undoubtedly is 
considerably less than 14 per cent, for 
outside of the lowest income brackets, 
food does not make up 33 per cent of 
the family budget. Against the rise 
in food, the important item of rent 
has shown a very small gain; and such 
gain as has been recorded in average 
income has tended to lighten the fixed 
burden of such generally unchanged 
items—important to millions—as real 
estate taxes, insurance, interest on 
mortgages, public utility services, etc. 

In short, regardless of its gold con- 
tent, the dollar has come through a 
rather exciting two-year period with 
nothing very exciting happening to its 
purchasing power. On the evidence 
today, the prospect that its buying 
power will be shaved somewhat further 
over the next year to eighteen months 
can probably be contemplated with rea- 
sonable equanimity. Beyond that 
the answer lies with business recovery 


and the Federal budget. 





have made such a name for themselves; 
and Ex-Cell-O Aircraft & Tool, makers 
of precision parts of various kinds, 
many of which find their way into 
planes. 


* * & 


High Prices for Silver 


The mandate to acquire silver until 
the government stock of the metal 
equals one-quarter of its stock of gold 
has turned out to be a useful tool in the 
hands of the Treasury Department. 
However much one may decry the 
principle of the silver buying policy 
or question the ultimate outcome, 
nevertheless it is used to advantage in 
regulating the exchange rate of the 
dollar, as a club in trade negotiations 
and as a potent argument in domestic 
politics. 

If the forces of deflation become too 
pronounced as a result of the Supreme 
Court’s recent decisions or as a conse- 
quence of revaluation of gold bloc cur- 
rencies, a rise in the silver price may 
provide an offsetting inflationary fillip. 
Even without such provocation some 
increase is shortly expected. The world 
price has again approached that of the 
Treasury which has remained constant 
at 71 cents for several weeks. There 
are indications that a 90-cent price is 
not too remote. This of course would 
find prompt reflection in the shares of 
silver producers. 

The accelerated output ensuing 
should have little effect on copper of 
which silver is a by-product in many 
deposits, but it might undo some of 
the recent advances or at least check 
further gains in the price of lead in 
which metal stocks are considered large, 
for lead may be considered a by-prod- 
uct of silver in many mines. 











For Profit and Income 
(Continued from page 191) 





center in military craft; Curtiss- 
Wright, a large organization, whose 
military and commercial planes and 
famous “Cyclone” and “Whirlwind” 
engines are known abroad almost as 
well as in this country; and finally 
Douglas Aircraft, whose remarkable 
large transports are now breaking rec- 
ords right and left. Nor must one 
forget the aircraft accessory companies; 
indeed, possibly the prospect enjoyed 
by the latter are the best of all, for 
they are apt to benefit no matter what 
particular manufacturer of airplanes 
proper happens to be doing the most 
business. Companies in this field in- 
clude the Sperry Corp., whose robot 
pilots and navigational instruments 
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Real Estate and Building 
Reviving 
(Continued from page 180) 








inflation. The urban mortgage loans 
made by 47 life insurance companies 
increased during 1934 by about $15,- 
000,000, or 50 per cent over those of 
1933 and so far this year there has been 
a pronounced advance over 1934. In- 
surance companies reached their low in 
farm mortgages in September, 1934. 
Formerly these companies had mort- 
gages taking up as high as 60 per cent 
of their portfolios; during the deadly 
years the percentage of insurance 
money going monthly into mortgages 
has been as low as 2 per cent, whereas 
Government securities once filling only 
a 10 per cent niche are now absorbing 
around 77 per cent and in September 





of last year took 87 per cent. 

An impressive number of life ingu;. 
ance companies have been approved 
mortgagees. under F H A insurance, 
and they are rearranging their por. 
folios in order to make room for very 
large amounts of insured loans. The 
mortgage insurance feature costs or 
requires the ear marking of V2 of 1 per 
cent of the loan in addition to the year. 
ly amortization payments. Some of it 
may be expected to come back ip 
the way of reduction of the principal 
and shortening of the payment period, 
but in the meantime the borrower sees 
that premium going out regularly in 
his installments. That gives the pri 
vate lender a bit of an edge. The Pru 
dential Life, for example, without aid 
of F H A insurance, is lending at 
easier rates than the insured lenders, 
That company is lending on a sliding 
scale from 44 to 6 per cent, but the 
“commission” is still in the picture. 


A Stabilized Mortgage Market 


As a long-time reform, however, the 
big thing about the many-headed FHA 
enterprise is the rationalization and 
stabilization of the mortgage market. 
Interest rates are put down because 
they are insured; but more than that, 
the principal and incidental costs of 
building loans are reduced through the 
introduction of the amortization prin 
ciple as a feature of the residence foan. 
Building and Loan association loans 
have always been on the amortization 
basis, but low appraisements in the past 
left need and room for tricky second 
and third mortgages, inflated in princi 
pal and high in interest, renewal and 
other charges. The bewildered buyer 
faced a string of mortgages and a flock 
of “premiums,” “commissions” and 
fees. The conventional three or five 
year first mortgage has generally cost 
1 per cent commission, initially and 
at each renewal, although it was not 
expected to be paid when due. With 
amortization in general practice, the 
mortgage debt of the country will al: 
ways have a curtailing power working 
on it. Based on a standardized system 
of appraisal available through the 63 
branches of the F H A, any property 
owner can get a dependable appraisal 
at moderate cost. It will almost certain 
ly be considerably higher than lending 
appraisals have been the last three ot 
four years. This virtual governmental 
appraisal system, backed by insurance, 
is working a stiffening of real estate 
valuations and prices. It corresponds 
to official inspection and grading in 
commodities. The next step is t0 
create a dependable national mortgage 
market. If the proposed F H A na 
tional mortgage loan associations do not 
turn that trick or the big national lend: 
ers, like the insurance companies, do not 
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spontaneously provide such a market, 
the R F C will finance the associations. 
With a dependable haven for surplus 
mortgages, banks and other original 
lending agencies will become active 
lenders; at least pending general com- 
mercial revival. 

And yet mortgage foreclosures—all 
kinds together—made their next to all- 
time monthly record in March of 
17,690 and the first quarter of 1935 
was a record-breaker with 50,712 
foreclosures. Optimistic explanation— 
final mopping up of hopeless wreckage 
and debris. 


The Campaign of Stimulation 


Ballyhoo counts in any popular cam- 
paign, whether genuine or fake. The 
FHA has supplied unlimited ballyhoo 
of a refined and conservative nature. 
Everything decently permissible on 
earth, under and over, has been done 
by F H A and its regional, state and 
local representatives, paid and volun- 
teer, to arouse interest and will to 
build or rebuild. Manufacturers— 
General Electric, for instance, with its 
62 sample modern homes in various 
parts, its architectural competition— 
newspaper model homes projects, mod- 
ernizing crusades, propaganda, movies, 
etc., have been sicked onto the wary 
public—which increasingly tends to 
bite at the house-and-lot bait. 

The general real estate situation is 
now that of abundant loan funds at 
easy rates and long terms confronted 
by a need for millions of new homes, 
public confidence in real estate as “the 
basis of all wealth” (as the ads used 
to have it) reviving, rents rising, prices 
stiffening, mortgages in demand, im- 
provements and new building on a 
good start. 


A Belated Booster 


Industrial production has been ris- 
ing for almost three years without the 
help of real estate activity, once con- 
sidered the prime mover of recoveries. 
Now comes the construction revival, 
as a belated booster. What will be the 
effect on business in general, and the 
securities market in particular? I stood 
on the observation platform of a 15- 
coach train once at the summit of the 
Raton Pass on the Santa Fe. We were 
barely moving and all the passengers 
were batedly breathing in unison with 
the tired puffing of the locomotive. A 
booster engine came up behind—and 
we charged up to the summit—tri- 
umphantly and pridefully. The real 
estate booster has come late, but for 
that reason it has less of a job to do 
in hoisting recovery over the top. Do 
I need to say more? When real estate 
shines the business scene glows brightly 
and the investment markets buzz. 
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SYMBOLS ... 
of Electrical Progress 


Your electric light and power company 
serves the industries of your community and 
you in your home every minute of every night 
and day. From it flows the energy that builds 
healthy commercial and community growth; 
industrial development and better living follow 


it everywhere. 


For nearly 50 years Westinghouse has built 
dependable equipment to enable electric light 
and power companies to provide continually 
improving service at continually decreasing 
costs. Today Westinghouse is building better 
equipment than ever before to serve the light 
and power companies, and their industrial and 
domestic customers everywhere. 
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The Electrical Industry 
-,..and Copper 


NCREASED activity in the Electrical Industry will mean a stepping 
as of Anaconda operations throughout the United States... 
and, in turn, a helpful contribution to the general welfare. 

Anaconda activities, farflung and varied, benefit every state 
and, directly or indirectly, every industry. 

And Anaconda contributes further when the Electrical Indus- 
try expands. For Anaconda offers more than a comp'ete line of 
electrical wires and cables and copper and copper alloys in all com- 
mercial shapes. It offers <lso the latest deve!opments of experienced 
metallurgists and engineers. All to the end that further progress 
may be made in the electrification of American industries, farms 


and homes. 
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MARKET STATISTICS 


N. Y. Times 
40 Bonds 

Monday, May6............... 80.87 
eS ee 80.52 
Wednesday, May8............ 80.57 
Se 80.60 
"| 80.76 
Saturday, May 11.............. 80.86 
meenGey, May 48... .. 2.5.65... 80.88 
Deeniay, May th... .........06..0. 80.82 
Wednesday, May 15........... 80.88 
Thursday, May 16............. 81.05 
Se 81.01 
Saturday, May 18.............. 80.96 
Monday, May 20.............. 80.81 
Se: 80.76 
Wednesday, May 22........... 80.67 
Thursday, May 28............. 80.71 
retay, Miny ME... .. cess 80.86 
Saturday, May 25.............. 80.84 
Monday, May 27.............. 80.84 
Tuesday, May 28.............. 80.77 
Wednesday, May 29........... 80.61 
Thursday, May 30............. 

SN AI sons nc 5.0010 ecarmm 80.48 
a TY ere eee 80.28 


N. Y. Times 
—Do w, Jones Avgs._—. ————50 Stocks——-—. 
30 Indus. 20 Rails High Low 
110.53 30.42 88.53 87.18 
109.79 29.83 87.45 86.23 
112.63 30.28 88.84 86.88 
113.10 30.65 89.80 88.43 
113.67 30.47 90.64 88.98 
114.08 30.71 90.66 89.80 
114.23 31.22 91.53 90.17 
114.18 31.23 91.47 90.17 
114.61 31.67 91.64 90.57 
116.58 32.09 92.79 91.24 
115.81 31.60 92.50 91.03 
114.58 31.38 91.27 90.28 
114.67 31.32 91.20 90.42 
115.56 31.22 92.15 90.64 
116.24 31.16 92.52 91.29 
116.81 31.20 92.77 91.76 
116.17 31.67 93.00 91.73 
115.90 31.65 92.18 91.64 
116.90 32.00 92.91 91.77 
113.76 31.44 93.71 90.46 
111.85 30.96 91.10 89.46 
HOLIDAY—EXCHANGE CLOSED 
110.64 30.68 90.44 88.74 
109.74 30.48 88.42 87.52 


Sales 
1,027,640 
814,210 
1,394,760 
1,654,800 
1,582,560 
634,660 


1,125,120 
1,207,805 
1,052,020 
2,421,740 
1,821,400 

600,460 


972,052 
1,139,380 
1,147,341 
1,286,930 
1,181,450 

492,830 


823,165 
2,307,070 
1,494,370 


1,124,270 
676,450 
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Nineteen Billion Dollars 
On the Spot 


(Continued from page 184) 





designed by the academic economists 
would leave them still unperturbed. 
But these efforts which threaten 
privately owned and operated public 
utilities by the simple method of drivy- 
ing them out of business at the expense 
of the tax-payers may not be so suc 
cessful as expected. In any large power 
project one of the most important fac- 
tors is a market for wholesale power 
and industry, the customer for whole- 
sale power, is showing little inclination 
to move into the Tennessee Valley 
area. Communities seem reluctant to 
take on the liability of local plants or 


| local distributing systems—even though 


the Government is ready and eager to 
loan them the necessary funds. Domes- 
tic consumers are not turning from 
gas to electricity for cooking and heat- 
ing water the way it was thought they 
would. So we have the Wheeler-Ray- 
burn Bill designed to destroy the pub- 


| lic utility holding companies—the one 





great agency which has been respon- 
sible for the quality of the electric light 
and power service we are getting today 
—and thereby weaken the operating 
companies. 

The Wheeler-Rayburn Bill, in its 
present form, is not a bill for regula- 
tion or reform. It is intended to de- 
stroy. It is so far reaching in its direct 
effects and is of such significance in 
what it foreshadows for the future of 
all business that it would take a book 
of many pages to cover it even in the 
broadest outline. 

It is no exaggeration to say that its 
passage in its present form will seri- 
ously affect the value of many public 
utility holding company stock issues. 
It provides for the dissolution of all 
“unnecessary” holding companies and, 
by its wording, includes in its definition 
of a holding company many of the larg- 
est Operating companies in the country. 

It is not a question of the investor 
getting two red stock certificates for 
one green one, as has happened in vari- 
ous famous unscramblings. It is a 
question of whether any salvage at all 
would be possible under the compulsory 
liquidation of companies whose assets, 
even at the present depreciated values, 
probably total at least 3 billion dollars. 
It would be necessary to convert the 
common stock equities constituting the 
assets of the holding companies into 
cash to pay off the senior securities of 
the latter. These large scale conver- 
sions cannot be accomplished without 
depressing market valyes to the vanish- 
ing point. 
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Nobody would gain anything from 
all this. Many investors in holding 
company securities would be wiped out. 
The bondholder of operating compan- 
jes would suffer because under the fix- 
ing of rates upon the “prudent cost” 
theory prescribed by the bill, it is con- 
ceivable that income might shrink toa 
point where even the best of bonds 
could no longer qualify as legal invest- 
ments, although public utility bond 
values are holding up remarkably well. 
The consumer will lose because the cost 
of service would be greatly increased. 
Only the radicals, who would see gov- 
ermment operation immeasurably ad- 
vanced by this slaughter, would come 
out ahead. 

All the arts of publicity and subter- 
fuge have been used to influence pub- 
lic opinion in behalf of this act. Al- 
though its office was in New York, the 
New York Power Authority issued 
from the White House itself, last No- 
vember, a widely heralded report in 
which it arrived at some extraordinary 
figures as to what it thought electric 
power should be sold for and pro- 
claimed a grotesque sum of money 
which it represented as constituting an 
overcharge upon the consumer. 

The Federal Trade Commission care- 
fully saved up some of what it had 
considered the most damaging of its 
so-called “revelations” and was hurried 
into presenting them to the public in 
the month immediately after the open- 
ing of Congress. 

The Wheeler-Rayburn Bill was then 
introduced and speeded up with a spe- 
cial message from the President himself. 
When aroused public opinion against 
the bill began to make itself felt, the 
Federal Power Commission took a hand 
in a series of sensational press releases, 
endeavored to create further support 
for the Government by raising the spec- 
ter of a “power shortage” founded 
upon a hypothetical war and a still more 
problematical return to 1929 levels of 
business activity. 

However, the recent N R A decisions 
of the U. S. Supreme Court has given 
pause to the radical group in Congress 
who, urged on by the President and his 
advisors, have been making every effort 
to get the Wheeler-Rayburn Bill re- 
port out and passed exactly “as is.” 
The Government has received a num- 
ber of set-backs in the lower courts 
with regard to the constitutionality of 
certain phases of the T V A adminis- 
tration*and recent decisions, as in the 
N R A case, indicate that the Supreme 
Court may very well uphold the lower 
courts. 

There is also that unfortunate ques- 
tion of T V A bookkeeping which the 
Comptroller-General of the United 
States criticizes after his recent audit 
of its accounts. In this he confirms 


Mr. Lillienthal who has frankly ad- 
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OMBINING modern efficiency with distinctive beauty, 
Pure Oil’s English cottage-type stations are sentinels of 
progress in gasoline marketing. Back of Pure Oil service 
stations is a completely integrated company with 4900 oil 
producing wells, with seven modern refineries, and a well- 


balanced transportation system. To motor- 
ists and industrial buyers throughout 32 
states, the PURE seal sign is a symbol of 
quality products and helpful service. 


THE PURE OIL COMPANY 


U. S.A. 




















mitted that T V A could not compete 
with the private companies if its books 
were kept by the same standards as 
the private companies. 

But underlying all of the attacks and 
counter attacks is the simple issue of 
oppressive, even destructive, govern- 
mental regulation on the one hand and 
the interests of consumers and investors 
on the other. 

The interests of the latter must be 
safeguarded. The utility industry must 
not be permitted to forget its obligation 
to security holders, and securities rep- 
resent dollars paid for work done, dol- 
lars saved by thrifty people. They 
were invested in good faith and the 
stocks and bonds for which they were 


exchanged bear the stamp of approval 
of the state governments and public 
service commissions. 

It is also a solemn obligation of the 
insurance companies, the great bank- 
ing interests and other fiduciary insti- 
tutions to participate in the opposition 
to this menacing legislation. 

Nor is it by any means a hopeless 
fight. The statistical position of the 
utilities has been steadily improving in 
spite of the attacks which have been 
made upon them. While their secur- 
ity values are far below those of a few 
years ago, they have held up remark- 
ably well indicating that the investing 
public still has confidence in them and 
in their future. Moreover, there has 
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The weeks and months just 
ahead will see many far-reach- 
ing developments. 


Timeliness will be the primary 
essential for successful invest- 
ing during this period. 


A clear understanding of 
trends can be of real value to 
you then. 


Start now to acquire 
this understanding 


By regularly reading The Ma- 
gazine of Wall Street you can 
attain a clear picture of the 
developments bearing on busi- 
ness and securities markets 
days and weeks before the in- 
formation is available through 
regular channels. 


You will be always posted on 
your present holdings and on 
new opportunities. Experts 
will point out bargains in high- 
_grade securities—tell you when 
to buy—when to sell. 
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Short-Term Offer 


Take advantage of our special “get- 
acquainted” short-term rate. Be sure 
of receiving the coming issues 
promptly during the important 
months ahead. Every issue will 
contain timely information of real 
money-value to you. 


Mail this coupon—now 
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sues of The Magazine of Wall Street be- 
ginning with your next issue. 
[1] If you would like to have this special 
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been some signs of weakening in both 
the House and Senate committees 
which are considering the Wheeler- 
Rayburn Bill. There is much talk of 
modification. The full force of adverse 
public opinion is making itself felt. 
Senators and Congressmen are begin- 
ning to realize that this is a more seri- 
ous matter than simply a question of 
responding once more to the President's 
“musts” program. 

Apart from the menace of this legis- 
lation, taxes loom as the next most 
serious threat to the public utilities; 
but taxes have been a serious menace 
to all American business, big or little, 
for some time and are becoming such a 
burden on the shoulders of the average 
citizen that he is almost ready to join 
any kind of a tax revolt. The electric 
light and power industry is already 
paying nearly 15 per cent of its gross 
income to government in the form of 
direct taxes. These taxes are a big 
item in operating costs and if additional 
taxes which cannot be passed on to the 
consumer are to be added, it is going 
to be extremely difficult for the com- 
panies to earn even a portion of the 
“fair return on the value of the pro- 
perty in use in the public service” to 
which they are entitled by law. The 
gas companies are paying more than 8 
per cent of their gross income to gov- 
ernment as direct taxes. The utilities 
are a prolific source of revenue for 
local, state and Federal governments— 
but there is a very distinct limit to the 
tax burden which any business can 
carry. 

The agitation for lower and lower 
rates, which seems to be going on in 
all parts of the country, while making 
many investors exceedingly nervous 
need not be taken too seriously. Much 
of it is largely artificial—just a part of 
the general campaign designed to per- 
suade the public that it is being 
“gypped” by the utilities. The average 
rates throughout the United States 
have a record of steady reductions, year 
by year, and most of them have been 
voluntary reductions. The _ utilities 
long ago learned the lesson of so-called 
“promotional rates.” Heavy increases 
in demand—particularly in the field of 
domestic electricity—usually follows a 
heavy decrease in the rate as the use of 
household electricity increases. This 
stimulates the use of electricity for all 
sorts of purposes and the companies 
have found that this increase in vol- 
ume more than off-sets the lower rates. 

In addition, nation wide campaigns 
to stimulate the use of household elec- 
tric appliances have been going on for 
years and this has greatly stimulated 
the demand for this class of service. 
Pegple are finding out that many of 
the household tasks can be performed 
better and more cheaply by electricity 
than in any other way. This has re- 





sulted in increased volume and made 
possible voluntary reduction in rates 
which, in turn, have added to the de- 
mand. , 

While a casual reading of the news. 
papers—particularly the metropolitan 
newspapers—might indicate that the 
utilities are in a bad way and might 
eventually succumb to the varied and 
vicious attacks which are being made 
by Federal, state and local governments 
the situation could be infinitely worse 
and, in fact, shows some signs of get- 
ting better. The public is not respond- 
ing to government propaganda as it 
was thought it would. Such sate 
reductions as are taking place are do- 
ing so in an orderly and more or less 
routine manner. The Government is 
not having an easy time with its efforts 
to run the privately owned and oper- 
ated utilities out of business. The 
Wheeler-Rayburn Bill is being attacked 
from all sides and even if it does pass 
in its present form five years is a long 
time—this is the time limit it gives for 
liquidation of the holding companies— 
and a lot of things can happen in five 
years. With regard to taxes, the pub 
lic must sooner or later realize that the 
efforts to tax the utilities out of business 
is all a part and parcel of the same 
scheme and reject it just as it will re 
ject such punitive legislation as the 
Wheeler-Rayburn Bill, price fixing by 
the government which makes it im- 
possible to operate on a sound financial 
basis, and government competition 
which is resented by every right think- 
ing person. 





International Cement 
(Continued from page 193) 





about 6 to 1. Depreciation charges in 
1934 amounted to $2,814,335, while 
interest, etc., totalled $979,434. The 
combined total of these items—$3,800,- 
000—was the equivalent of about 28% 
of sales. As sales rise, the burden of 
these charges is lightened, but when 
sales are slumping they take a heavy 
toll of earnings, for there is no way 
in which they can be side-stepped. 


Earnings Improve 


With the gain in sales last year 
the company was able to show a profit 
of $666,730, as compared with a loss 
of $102,266 in 1933 and a loss of 
$1,436,367 in 1932. The company’s 
most prosperous year was in 1928 when 
a sales volume of $27,600,000 produced 
a profit $5,149,388. Applied to the 
common stock, 1934 profits were equal 
to $1.04 a share. The balance sheet 
at the close of last year disclosed cur’ 
rent assets of about $13,000,000, of 
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___ 20th Annual Convention, Atlantic City, Sept. 9-11 





































Fo: twenty years the door of the Financial 
Advertisers Association has been open to those who be- 
lieved in financial advertising and sought to better it. The 
problem of better customer and public relations was 
taking form in the Association in 1917. Work in the earlier 
days was entirely mutual and mutuality of interests is still 
the keynote, though the Central Office functions efficiently 
in coordinating ideas and plans and disseminating them 
to members. This is an open invitation to banks, trust 
companies, investment houses and other financial institu- 
tions to join the Association. Dues are moderate; very low 
indeed for the value afforded. Full information regarding 
membership and advance news of the 20th Annual Con- 
vention may be had by addressing Preston E.. Reed, 
executive secretary, 231 South La Salle Street, Chicago. 
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Grape-Nuts was one of the first 


ready-to-serve cold breakfast 
cereals ever offered to the 
American public—and it is still 


one of the most popular. 


One of the products of 
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NEW YORK CITY 
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UNION CARBIDE 
AND CARBON 
CORPORATION 


v 


A cash dividend of Forty cents 
(40c) per share on the outstanding 
capital stock of this Corporation has 
been declared, payable July 1, 1935, 
to stockholders of record at the close 
of business June 6, 1935. 

ROBERT W. WHITE, Treasurer 














BAYUK CIGARS INC. 


PHILADELPHIA 

A quarterly dividend of 134% ($1.75 per 
share) on the First Preferred stock of this cor- 
poration was declared payable July 15, 1935, to 
stockholders of record June 30, 1935. 

A dividend of fifty cents (50¢) per share on 
the Common stock of this corporation was declared 
payable June 15, 1935, to stockholders of record 
May 31, 1935. 


Checks will be mailed. 


John O. Davis 
May 17, 1935. 


Secretary 
































ACTIVE ISSUES 


Quotations as of Recent Date 


INDUSTRIAL 

Bid Asked 
American Book Co, (4).......... 6714 70\6 
Babcock & Wilcox (.40) ......... 3814 4014 
JY Ee ) ee 4214 45 
Canadian Celanese.............. 23'6 25 
Colt Fire Arms (*114 3 ae 27°4 
Crowell Publishing bo. (144). .. 264 2814 
Dictaphone Corp. (. we Re ai 31 
Fajardo Sugar (114)............. 90 94 
National Casket (3)....... Pere. 57 
Northwestern Yeast (8).......... 103 108 
ek! | Se ra | 22 
Singer Mfg. Co. (*8!4).......... 251 255 
Wicox & Gibbs (1)... .. 2.5.2.5 20 23 


PUBLIC UTILITIES 


Alabama Power Pfd. (7)......... 62 64 
Carolina Power & Light Pfd. (7).. 75 77 
Central Maine Power Pfd. (6%).. 48 51 
Columbus Rwy. Pwr. & Lt. Pfd. (6) 91 93 
Consumers Power Pfd (6%%)..... 9514 97 


Bid Asked 
Dayton Power & Light Pfd. (6°). 107%4 109%, 
Jersey Cent. Pwr. & Lt. Pfd. (7%) 63 67 
Kansas Gas & Electric Pfd. (7%).. 95 97 
Metropolitan Edison Pfd. (6)..... 92 94 
Nebraska Power Pfd. (7°)... 109 111 
New Jersey Pwr. & Lt., Pfd. (7% 87 90 
Ohio Public Service Pid. (7%)... 87 89 
Pacific Gas & Elec. Pfd. (1.50).... 24 4 2515 
Pacific Power & Light Pfd. (7).... 53 55 
Puget Sound Pwr. & Lt. Pfd.. . % 26 
Tennessee Elec. Power Pfd. (6%). 56 58 
Texas Power & Light Pfd. (7°%).. 87 89 
Utilities Pwr. & Lgt. Pfd......... 5 6'. 
TELEPHONE & TELEGRAPH 

American Dist. Tel., N. J. (4) . 85 88 
Mountain States Tel. & Tel. (8)... 111 114 
Northwestern Bell Pfd. (6'9)..... 114 a 1 
Peninsular Telephone... ==) wee 
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which half was in cash, and current 
liabilities amounted to only $1,279,528 
Reflecting the gain in earnings, im- 
proved outlook and strong financial 
position, the company has paid two 
quarterly dividends of 25 cents each 
to common stockholders and it would 
appear that the shares are on a regular 
$1 dividend basis. From 1924 to 1930, 
the shares paid $4 annually: $3.75 in 
1931; 50 cents in 1932; and none in 
1933. 

Naturally, intense interest has been 
manifested by the cement industry in 
the manner in which the $5,000,000,- 
000 work-relief fund will be spent, and 
it is the confident expectation that the 
allocation of this fund inevitably will 
redound to the industry’s benefit that 
forms the basis for the more promising 
outlook at this time. 

Already projects aggregating $200,- 
600,000 for the construction of high- 
ways, roads and streets have been ap- 
proved and another $200,000,000 has 
been allocated for grade crossing elim- 
ination. There still remains some 
$100,000,000 unexpended balance for 
highway construction authorized by the 
Hayden-Cartwright Act. These sums 
represent only the projects which have 
been approved but their total will 
be greatly enlarged with the passage of 
time. 

Apart from public projects, how- 
ever, International Cement should 
benefit from the acceleration in resi- 
dential construction now getting under 
way. The prospects for such building 
are discussed in detail elsewhere in 
this issue and indicate a steadily broad- 
ening market for cement. 

In conjunction with this improved 
prospect, the unfavorable factors must 
also be considered. Chief among these 


is the threat of foreign competition 
which has been intensified by reduction 
in the tariff on Belgian cement from 


6 cents to 4147 cents a hundred pounds, 


under the reciprocal trade agreement 
with that country. Belgium, therefore, 
with its low labor costs and with plenty 
of idle boats available will have some 
advantage in the markets along the 
Eastern Seaboard. Further, it is ru- 
mored that one of the world’s largest 
makers of cement machinery in Den- 
mark is financing the erection of a siz- 
able new plant in the Lehigh Valley 
cement-producing district. And as if 
the threat of competition from these 
sources was not enough, the Govern- 
ment itself through the medium 
of Mr. Ickes, has expressed itself as 
dissatisfied with cement prices and has 
threatened to manufacture its own ce- 
ment. This may be more smoke than 
fire but it is a factor that the cement 
industry can hardly regard with com- 
placency. 

Recognizing these adverse factors as 
essential to an adequate appraisal of 
the present outlook for the industry at 
this time, nevertheless, they seem 
largely outweighed by the prospect of 
a genuine revival in consumption and, 
in the case of International Cement, 
the company’s impressive record under 
the varied conditions which have con- 
fronted it in the past. 

International Cement has already 
made a good start this year, with 
profits in the initial quarter totalling 
$115,602, equal to 18 cents a share 
on the stock, as compared with 8 cents 
a share earned in the first three months 
of 1934. With industrial and financial 
vitality ably demonstrated, and with 
foreign subsidiaries likely to contribute 
a full share of recovery, the company 
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may well meet on even terms what- 
ever conditions the industry presents 
in the future and continue to do better 
than average for the whole industry. 





Amerada Corp. 
(Continued from page 196) 








in 857,000 acres of leasehold, royalties, 
mineral rights, etc., located in Okla- 
homa, Texas, New Mexico, Kansas and 
California. Through the means of ex- 
tensive geophysical exploration, the 
company has been able to reduce its 
holdings of unproductive acreage and 
increase the potential value of acreage 
retained or acquired. The results of 
1934 exploration and drilling activities 
were very satisfactory; additional re- 
serves proven during the year consid- 
erably exceeded production, and at the 





Earnings Per Share 
1933 1934 
$0.50 $2.20 


Yield 
3.1% 


Div. 
$2.00 


Recent Price 
$64 








end of the year proven underground 
reserves were larger than at any pre- 
vious time. 

In addition to charging the cost of 
geophysical exploration against current 
income, earnings also carry the burden 
of the entire intangible drilling costs of 
all wells, as well as ample allowances 
for depreciation and depletion. Net 
earnings are, therefore, conservatively 
stated. Properties are likewise carried 
at the conservative figure of $8,966,293, 
as against the original cost of $38,228,- 
575, the difference being offset by re- 
serves built up entirely out of earnings. 
The company has no bank loans or 
funded debt and at the beginning of 
1935 current assets showed a ratio to 
current liabilities of 12 to 1. Cash was 
more than $3,600,000. 

Last year the Amerada received an 
average of 98 cents a barrel for crude 
oil sold, as compared with 64 cents a 
barrel in 1933. As a result, the com- 
pany reported the best earnings since 
1930. Profits of $1,736,420, after de- 
preciation and depletion, were equal 
tc $2.20 a share on the 788,675 shares 
of capital stock outstanding. This com- 
pares with $380,443, or 50 cents a 
share on 767,375 shares in 1933. In 
the first quarter of this year, earnings 
were off moderately and were equal to 
51 cents a share on the stock, as com- 
pared with 68 cents in the correspond- 
ing months of last year. This, how- 
ever, may reflect nothing more serious 
than the operation of proration sched- 
ules, inasmuch as the price of crude oil 

(Please turn to page 219) 
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@ We have 2,480,565 electric meters 
in homes, offices, and industries. 


@ 45,988 men and womenearnmorethan 
$78,000,000 annually working for our 
electric, gas and steam companies. 


@ Last year the Consolidated System 
purchased over 434 million tons of 
coal, over 9 million pounds of cop- 
per wire, and vast quantities of 
supplies of all kinds. 


@ Last year 681 miles of overhead wires 
were taken down and 1164 miles 
added to the 40,000 miles already 
underground. 


@ The capital stock of our company is 
held by 119,255 men, women, banks, 
insurance companies, institutions. 


@ The cost of living in New York City 
is45% higher today than in 1914, but 
electric rates of the average residen- 
tial customer have dropped 43%. 


@ Reduction in rates since 1931 repre- 
sents a saving to customers of 
$11,000,000 annually. 


@ The average residential bill in this 
city is $2.45 a month... 


@ Last year the taxes payable by our 
companies to the City, State and 
Federal Governments totaled over 
$40,000,000. 


@ Itisestimated that morethan 20cents 
of every dollar we shall get in 1935 
will be taken for taxes. Last year it 
was 18 cents. The year before it was 
16 cents. In 1914 it was 8 cents. 


@ For unemployment relief other New 
York businesses are taxed 1/10th of 
one per cent of every dollar received. 
The Gas and Electric companies are 
asked to pay 3 per cent of every dol- 
lar received... arate thirty times 
higher. 


THE ELECTRIC COMPANIES 


AFFILIATED WITH THE CONSOLIDATED GAS COMPANY OF NEW YORK 








In the Next Issue 


Back to Democracy! 


—Has the tide definitely turned away from radicalism to common 


sense? 


—What new developments mean in terms of the Presidency next year? 


—What industries will be benefited or handicapped in the new set-up? 


By JoHN D. C. WELDON 
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The pieces of literature listed below have 
been prepared with the utmost care by busi- 
ness houses advertising in this issue. They 
will be sent free upon request, direct from 
the issuing houses. Please ask for them by 
number. We urge our readers to take full 
advantage of this service. Address Keep 
Posted Department, The Magazine of Wall 
Street, 90 Broad Street, New York, N. Y. 





‘“*ODD LOT TRADING’’ 
John Muir & Co., members New York 
Stock Exchange, are distributing their 
booklet to investors. (225) 


WHEN TO BUY AND WHEN TO SELL 
The Investment and Business Forecast, 
a security advisory service conducted by 
The Magazine of Wall Street for over 
16 years, definitely advises subscribers 
what securities to buy and when to 
sell. Write for current weekly 8-page 
bulletin. (793) 


‘*TRADING METHODS’’ 
This ghandbook issued by Chisholm & 
Chapman, contains much helpful informa- 
tion for traders. A copy together with 
their Market Letter will be mailed upon 
request. (785) 


‘*SOME FINANCIAL FACTS’’ 
An interesting booklet issued upon re- 
quest by the Bell Telephone Securities 
Co. (875) 


ELECTRIC BOND AND SHARE CO. 
Full information or reports on companies 
identified with Electric Bond & Share 
Co., furnished upon request. (898) 


MARIN ras COMMISSION 
CHARGE 
J. A. Sadi & Co., have prepared a folder 
explaining margin requirements, commis- 
sion charges and trading units. Copies 
gladly sent investors and traders. (939) 


UNITED BULLETIN 
Bulletin giving definite advice on leading 
stocks is issued by United Business Ser- 
vice. Free copy sent on request. (954) 


MARGIN REQUIREMENTS 
Leaflet explaining margin requirements 
prepared by McClave & Co., members 
New York Stock Exchange. Copy upon 
request. (955) 

















To the President of a 
Dividend-Paying Corporation :— 


Why should you publish your dividend 
notices in The Magazine of Wall Street? 

You will reach the greatest number of 
potential stockholders of record at the 
time when they are perusing our magazine, 
seeking sound securities to add to their 
holdings. 

By keeping them informed of your di- 
vidend action you create a maximum 
amount of good will for your company, 
which will result in wide diversification 
of your securities among these influential 
investors. 


Place The Magazine of Wall Street on the 
list of publications carrying your next divi- 
dend notice! 








“MARKET ACTION” 






This weekly bulletin tells you— 
* WHEN TO BUY 
WHAT TO BUY 
WHEN TO SELL 

Free sample copy on request— 

or 4 weeks’ trial for $1. 
Wetsel Market Bureau, Inc. 
624W Empire State Bldg., New York 








New York Curb Exchange 


| 











1935 
Price Range 
— Recent 
Name and Dividend High Low Price 
Alum. Co. of Amer......... 3%) 32 5 
Amer. Cyanamid B (.40).... 205, 15 19% 
Amer. Gas & Elec. (*1.40).. 2834 165g 27% 
Amer. Superpower......... 14% % 1% 
Assoc. Gas Elec. “A ee | 4 +74 
3 SS Se 103% 734 9 
Cities Service.. Saka we a 34 2% 
Cities Service Pfd.......... 2214 6% 22 
Colum. G. & E. cv. Pfd. (5).. 64 32 5934 
Commonwealth Edison (4).. 773%; 4714 72 
Consol. Gas Balt. (3.60)..... 74 625, 72% 
y% 2! 


Cord Corp. ({.25).......... 
Crane Co 


TS) 
“ee 
& 

x 





Elec. Bond & Share Pfd (6). 8714 
Elec. Pr. Assoc. A (.32)..... 2% 
Fisk Rubber.. 6% 634 


Ford Mot. of Can. “A” (a4 ) . 88% 254 264% 
Ford Motor, Ltd. (10)...... 5% 
General Tire. 

Glen Alden Coal (1). 





ACTIVE ISSUES 


Quotations as of Recent Date 


1935 
Price Range 
————. Recent 
Name and Dividend High Low Price 
Great A. & P. Tea N.-V. (*6). 139 121 129% 
Greyhound Corp........... 494% 20% 43 & 
“eee 7434 6014 65% 
Hudson Bay M. & S....... 164% 11% 144% 
Humble Oil (1)............ 5734 
Imperial Oil (*.50)......... 2246 163g 19% 
Lake Shore Mines (*2)..... 58 48 50!4 
National Sugar Ref. (2) . 35 2614 264 
iagara Hu “ong! 0g NS Oy 5% 2% 5 
Novadel-Agene (2)......... 2234 1834 20% 
Pan-Amer. a (1)..... 4444 38% 388 
Pepperel Mfg. (6).......... 8945 5254 
Pitts. Pl. Glass (*2)........ 645g 4634 61 
Sherwin-Williams (3)...... 99 84 95'4 
South Penn Oil (1.20). 283% 215, 24 
Swift & Co. (*.60) ......... 195g 145, 1534 
tly eer 36% 31 3414 
United Founders. oe % 4% 3% 
United Lt. & Pwr. 13% % 1% 


United Shoe Mach. Assi g: 843, 70 8214 
Walker Hiram H. W........ 


*Includes estras. t Paid last year. 





EGARDLESS of the fate of 

N R A, in trading on the New 

York Curb Exchange over the 
past fortnight more stocks have ad- 
vanced than have declined. The reason 
for this is that public utility issues 
make up a larger percentage of total 
active stocks on the Curb than is the 
case on the New York Stock Exchange, 
and the utilities continue to display a 
firm tone. 

The reaction that followed the Su- 
preme Court's N R A decision has 
centered mainly in oils, metals, sugars 
and other issues thought to be adverse- 
ly affected by termination of the codes 
and resultant changes in price and com- 
petitive relationships. From recent 
highs some of the leading oils, such as 
Humble, Gulf and International 
Petroleum, have receded by from 3 to 
7 points. 


Technical Reaction Justified 


Quite aside from the question of 
N R A, however, where sharp reaction 
has occurred it has centered for the 
most part in issues which previously 
had enjoyed very substantial advances. 
The market having had no technical 
correction of more than minor scope 
throughout the recovery from the mid- 
dle of March, some part of the reces- 
sion to date can be credited to normal 
technical factors. It does not by any 
means reflect the final opinion of the 
markets as to the longer business conse- 
quences to follow abandonment of 
N R A. In the opinion of the great 





majority of economists, the business 


recovery experienced to date has come 
in spite of N R A, not because of it. 


Advance in Utilities 


As to the utilities, the more hopeful 
speculative and investment sentiment 
which started some weeks ago has had 
some further strengthening. The pros- 
pect that the Wheeler-Rayburn Bill 
would be importantly modified has 
steadily become more hopeful. More- 
over, the principles of basic law laid 
down in the N R A case would mean 
to cast considerable doubt on the legal 
validity of the pending utility legisla- 
tion. Finally, the certainty that price- 
fixing is definitely out of the picture 
suggests the probability that the utilt- 
ties—which derived no advantage what- 
ever from N R A—may well derive 
some. benefits from its termination, 
since there should be a trend toward 
at least moderately lower prices in 
many of the materials of which utili- 
ties are heavy buyers. 

All in all, utility securities continue 
to be the brightest single spot in the 
market, in marked contrast with their 
situation only a few months ago. For 
bonds and preferred stocks demand con- 
tinues especially strong. The past 
week has produced advances of 5 to 6 
points in Commonwealth Edison and 
Duke Power, and of 2 to 11 points in 
various senior issues of Cities Service, 
Empire Gas €& Fuel, National Power 
& Light, American Power & Light, and 
other issues that appear to have been 
on the bargain counter a short while 
ago. 
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(Continued from page 217) 
has not declined. As a matter of fact, 
the present strong statistical position of 
crude, accompanied by rising gasoline 
prices, may be the forerunner of an 
advance in crude prices. 

With the growing investment prefer- 
ence for the shares of oil companies 
owning extensive crude oil reserves, as 
a safeguard against possible inflation, 
Amerada appears to have been a fa- 
vorite, as it well might be in the light 
of the fact that crude production of 
the company was one of the largest, 
on a per-share basis, of any of the 
leading companies. This feature is 
reflected in current quotations, which 
may seem rather generous on the basis 
of earnings, but the company’s excel- 
lent record and indicated potentialities 
warrant favorable consideration for the 
shares among representative oil issues. 








As I See It 
(Continued from page 165) 





past two years. It is to be hoped that 
they will profit by this lesson and will 
not let greed for profits run away with 
them in the same way that the Govern- 
ment let greed for power run away 
with it. 

This weakness of over-reaching re- 
minds me of the old fable which tells 
of the fisherman and his wife who lived 
in a hovel by the sea. One day when 
the fisherman cast his net he hauled in 
a tremendous fish and to his astonish- 
ment the fish spoke saying: “If you 
will set me free I will grant the wish 
that is dearest to your heart.” Said 
the fisherman: “Then make it possible 
for me to have a house and garden of 
my own, that I may live in comfort for 
the rest of my life,” and the fish replied 
“Your wish shall be granted,—go home 
and you will find your hovel trans- 
formed into a livable house. There 
will be a garden and you will enjoy 
the comforts which you so greatly de- 
sire.” When he got home _ he 
found exactly as the fish had foretold 
and he lived happily for a time. Then 
the fisherman’s wife was overcome with 
ambition and besought her husband to 
seek from the fish a higher place for 
them and they were granted a fine 
estate. Still not content, the restless 
wife demanded that she be made queen; 
and the couple became rulers of the 
land. Finally she sought control of the 
elements and sent her husband to the 
sea to make this ultimate demand of 
the fish, but the latter became very 
angry at such overweening ambition 
and in punishment sent the couple 
back to their original hut by the sea. 

As always, over-reaching warps the 
judgment of the ambitious. 


JUNE 8, 1935 





=< || The Niagara Hudson System is a geographically and 
economically integrated operating utility system. It 
was developed over a period of many years through 
the gradual amalgamation of a large number of in- 
dependent operating companies. Now completely in- 
terconnected it serves a contiguous territory in one of 








the richest industrial areas in the United States. 


THE UTILITIES are the largest 
potential consumers of steel, cop- 
per, iron and durable goods in 
this country. They are and can be 
of the greatest possible help in 
building and modernizing pro- 
grams. For example, here is what 
the great Niagara Hudson Sys- 
tem means to the business of 
New York State. 
In 1934 Niagara Hudson System Com- 
panies paid $10,700,000 in taxes, or 
more than 14c out of every dollar of 
. revenues. These revenues are 
own $6,000,000 since 1929, but taxes 
are up $800,000. 


10,000 people are regularly employed by 





companies of the Niagara Hudson 
System. 


Wages and salaries paid to these em- 
ployees totaled approximately $16,700, 
000 in 1934. In addition, 140,000 stock- 
holders own shares in the System 
companies, a large proportion of whom 
buy from New York State business. 


Rate reductions now totaling over six 
million dollars annually have been made 
by operating companies since the 
System was organized in 1929, 


Over $100,000,000 has been spent in new 
construction by System Companies 
through 1929 to 1934. To take care of 
increasing demands of customers, mil- 
lions of dollars of additional expansion 
will be necessary in the years to come. 


NIAGARA wi HUDSON 














In the Next Issue 


Possibilities Among the Cigarette Stocks 


By STANLEY DEVLIN 


Cigarette consumption is mounting to new levels and may be spurred 


even further. 


Certain companies can widen the advantage they 


now enjoy. An expert on tobacco investments discusses the pros- 
pects for the industry—points out those companies which, in our 
opinion, should show the greatest advances in the months to come. 














* Note the timeliness of information in the “Preferred Stock” Section of Adjustable Stock Ratings 
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Important to Alert Investors 
in PREFERRED STOCKS! 


—If you are now holding preferred stocks 
which are now selling near their call 
price, and want to know what your pros- 
pects are 


—If you are holding preferred stocks on 
which there are back dividends due, 
and you want to know if the company’s 
earnings are improving 


—If you are seeking investment oppor- 
tunities in preferred stocks, and there 
are many which are approaching a posi- 
tion where they can begin paying off 
substantial back dividends 


then you will find “Adjustable Stock Rat- 
ings” of the greatest assistance. 


Nowhere else can you find all the up-to-the- 
minute facts you need on preferred stocks 
so accurately and simply presented. 


And “Adjustable Stock Ratings” does not 
stop with preferred stocks. Every month 
its 112 pages include all the latest infor- 
mation on all the 1539 leading common 
and preferred stocks on the New York 
Stock Exchange and New York Curb Mar- 
ket—as well as the leading bank and insur- 
ance stocks. 


And—in addition to statistical facts—terse, 
profit-pointing comments, prepared by prac- 











Adjustable Stock Ratings 
Gives You— 
1—Five-year dividend record 


2—Dividend rate and date 


3—Cumulative dividends 
arrears 


in 


4—Call price if any 

5—Number of 
standing 

6—Funded debt if any 

7—1932 and 1933 
earnings 

8—1933 and 1934 
earnings 

9—1934 and 1935 high and 
low 


10—Low price since July 1. 
1933 


11—Our investment rating 


12—Comment on outlook of 
company 


shares out- 


annual 


interim 








The Magazine of Wall Street, 90 Broad Street, New York, N. Y. 


Enter my subscription as checked below and send me a set of 


() Adjustable Stock Ratings, 1 year 


Subscribe Now—Fill in and mail this coupon today 


tical experts, indicate your immediate 
prospects—leave you in no doubt as to 
what you can expect. 


You may check “Adjustable Stock Ratings” 
alone, on the coupon below, but we urge 
you to consider the special offers made 
there. 


Not only can you take advantage of lim- 
ited-time rates to “Adjustable Stock Rat- 
ings” and THe MAGAzine oF WALL STReEst 
—but your subscription to THE Macazine 
or WALL Street entitles you to the full 
privileges of our Personal Inquiry Service 
—enables you to write in for confidential 
advice regarding any listed stocks or bonds 
on which you want prompt, impartial ad- 
vice. 


Your subscription to “Adjustable Stock 
Ratings” at this time will also bring you 
a set of handy, pocket-size tables which, 
using the “low prices since July Ist, 1933” 
as given in “Adjustable Stock Ratings” 
shows you minimum margin requirements 
and maximum brokers’ loans at a glance. 
And—if you also subscribe to THE Maca- 
ZINE OF WALL Street for a full year now— 
you will also receive the 160-page book 
“What to Consider When Buying Securi- 
ties Today” described elsewhere in_ this 
issue. 





“Minimum Margin and Maximum Loan Tables” FREE. 


{) Adjustable Stock Ratings, ($2.50) and The Magazine of Wall Street ($7.50) including privileges of our Personal Inquiry 
Service and 160-page book “What to Consider When Buying Securities Today.”...............0.cceceeeeceeeeceeeees 


Both six months. 


Includes privileges of Personal Inquiry Service 


...- Address 


Canadian or Foreign Subscriptions for Adjustable Stock Ratings only, same price as above. 


Combination Offers including The Magazine of Wall Street, 


add post 


age; 


1 yr. $1, 6 mos. 50c. 
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